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INTERNATIONAL AFFAIRS 


PZPR COMMISSION EYES CEMA INTEGRATION PROSPECTS 
Warsaw TRYBUNA LUDU in Polish 27 Sep 84 pp 1, 2 


[Article by Daniel Lulinski: "The Central Committee International Commis- 
sion; Prospects of Integrating Poland Within CEMA") 


[Text] The Central Committee International Commission discussed the pros- 
pects of developing cooperation between Poland and the CEMA member countries. 
Tadeusz Walichnowski, commission deputy chairman, led the debate. The intro- 
ductory address was given by Franciszek Kubiczek, first deputy chairman of 
the Council of Ministers Planning Commission. Invited guests and experts 
also participated in the session. 


In the discussion, it was emphasized that cooperation and commercial exchange 
with the USSR and other CEMA countries are essential for our national economy. 
They are especially important to overcome the difficulties created by the 
restrictions imposed on Poland by the Government of the United States and 
some other capitalist countries. The thrust of that cooperation, as recorded 
in the documentation of the high-level conference held last June in Moscow, 
fully supports the priorities of Polish development efforts, especially those 
aimed at increasing the economic efficiency and better satisfaction of soci- 
ety's material needs. 


In the discussion, which covered many topics, the following participated: 
Zdzislaw Grzelak, Zygmunt Galecki, Jozef Brozek, Daniel Iulinski, Albert 
Kosowski, Czeslaw Dega, Wladysiaw Grabski, Zdzislaw Bombera, Miroslaw 

Dackiewicz, Zenon Czech, Jan Ptaszek, Jozef Wiejacz and Ryszard Borowski. 


The progress made in the last few years in the economic integration of 

states of the socialist community was emphasized. Actual achievements sup- 
port this statement, for example, mutually beneficial trade, common invest- 
ments, cooperation and specialization of production. For Poland, cvopera- 
tion with the USSR in tnese fields is of special importance. This is mani- 
fested in the recently signed program of economic, scientific and technical 
cooperation with USSR, which will last until the year 2000. Another mani- 
festation is tae effort to coordinate economic plans for the years 1986 


through 1990. 


It was noted that the program for integration and planning until the year 
2000 includes cooperation in solving the most difficult socioeconomic 











problems and a series of concrete undertakings in individual economic fields 
ana branches. Of special importance are plans in the field of fwel and 
energy and the production of raw materials. Also of great importance is the 
further development of specialization and cooperation as well as further 
integration of scientific and technical cooperation, particularly in order 
effectively to resist the use of technology from the capitalist countries as 
a tool of political pressure. 


It was noted with satisfaction that the long-range plans for scientific and 
technical cooperation within the framework of CEMA open up new, broad possi- 
bilities for Polish science and technology, from basic research up to prac- 
tical applications in specific economic areas. It was emphasized in the 
discu sion that our scientific and research resources should play a greater 
role than they have up to now in joint planning for the future of the so- 
cialist commonwealth. 


At the same time that the consultations regarding the coordination of socio~ 
economic development plans for the years 1986 to 1990 and beyond were started, 
intensive work was done to determine the Polish participation in the efforts 
agreed upon during the Moscow CEMA summit meeting. Those decisions concerned 
the economic and organizational problems of cooperation and the problems 

in the area of investments and production. This is a crucial moment for our 
country because the cooperative programs which were agrecd upon constitute 

a favorable framework for us and give us an opportunity effectively to devei- 
op our national economy until the end of the 20th century. 


The commission emphasized that the CEMA Moscow meeting had started a new. 
important phase in the economic development of the CEMA member nations, that 
it had deepened the mutual cooperation and had strengthened the unity and 
cohesion of the socialist commonwealth. The Moscow meeting resolutions 

are very important for the economic security of our countries. 


The CEMA states confirmed their determination consistently to work for world 
peace and to bring back to health international economic conditions. The 
commission fully supported the theses contained in the Declaration and Pro- 
nouncerent of the CEMA states Moscow meeting regarding the aggressive and 
militaristic policies of the United States and its allies. 


8801 
CSO: 2600/53 








INTERNATIONAL AFFALRS 


PERSONAL TAX STRUCTURES IN CEMA COUNTRIES ANALYZED 
Sofia FINANSI I KREDIT in Bulgarian No 8, 1984 pp 3-14 


[Article by Senior Science Associate and Candidate of Economic Sciences Ivan 
Buchev: “Organization of Income and Property Taxation in CEMA-Member Coun- 
tries"; “this article was compiled on the basis of a joint scientific research 
effort of the financial scientific research institutes of CEMA-member countries 
and is published in keeping with the multilateral cooperation among the finance 
and credit journals of the CEMA-member countries" ] 


[Text] In CEMA-member countries personal taxes are of limited importance as a 
source of budgetary revenues. In most of them in recent years the proportion 
of receipts from personal income and property taxation has not exceeded 8-10 
percent. Thus, for example, in the Bulgarian People's Republic this proportion 
amounts to about 8 percent, in the GDR 8.3 percent, in the Hungarian People's 
Republic 2 percent, in the Socialist Republic of Romania 1.3 percent, and in 
the USSR 8 percent. In all the socialist countries income taxes provide the 
vast part of receipts from personal taxes and fees. The importance of these 
revenues is comparatively most limited in the Socialist Republic of Romania, 
due to the fact that the progressive wage tax has been transformed into pay- 
ments of enterprises, organizations and institutions and is regarded as revenue 
from the national economy. In the Hungarian People's Republic wages are not an 
object of taxation. In the Polish People's Republic personal taxes yielded 2.5 
percent of the total budgetary revenues, which is explainable by the exclusion 
from progressive taxation of all wages which do not exceed twice the amount of 
the average wage. 


In most ccuntries receipts from all or most personal income and property taxes 
go into the revenue of local budgets. This helps provide a healthier financial 
base for the local organs of state authority. Their relative financial inde- 
pendence is increased, as well as their concern and responsibility for the com- 
plete inclusion and taxing of incomes and property and for the correct deter- 
mination and timely collection of taxes due. The population ic graphically 
convinced of the use of tax receipts in their direct interest, which is an im- 
portant prerequisite for increasing the conscientious and voluntary payment of 
taxes. 


Progressive income taxation is used in the socialist countries to regulate per- 
sonal incomes according to their character and the marital status of individual 














categories and groups of workers. The differences in iucomes and living stan- 
dard caused by the distribution of the vast part of the means of living in ac- 
cordance with the quantity and quality of labor are thus mitigated. In this 
manner taxation helps implement the basic economic law of socialism. Through 
progressive taxation incomes outside the public sector are so regulated that 
as a result they more closely approximate the wage standard. 


The employment of progressive tables helps restrict nonrational consumption, as 
well as the opportunities for the accumulation of savings and property in conm- 
paratively significant amounts, which may be used contrary to the goal of 
socialist production. The economic compulsion created by taxation to use part 
of wages and other forms of income, as intended, for child support is of spe- 
cial importance for achieving some of the aims and goals of demographic policy. 
Income taxation is used also to encourage some, and restrict other, activities 
in keeping with social needs at each stage of development. Likewise important 
is its role in exerting the necessary influence on the ratio between personal 
monetary incomes and marketable goods. 


The organization and role of progressive income taxation are determined by the 
totality of sociopolitical conditions at each stage of development. In the 
CEMA-member countrizs the stages in the development of the income tax system 
correspond complecely to the special features and general and specific aims and 
goals of each stage of their development. In this regard there are significant 
elements of similarity. During the first years after the victory of the social- 
ist revolution reforms were made in the income tax structure inherited from 
capitalism in order to bring it into line with the new political and socioeco- 
nomic conditions of development. 


In the next period changes in a different direction took place in the structure 
and organization of income taxation in the individual countries. In some of 
them income taxation was limited to the public sector, and wage taxation was 
in fact or in form abolished. By the middle of the 1970's progressive wage 
taxation was replaced in Poland by the so-called equalization tax, collected on 
labor remunerations above a specified level. In 1975 a one-time levy was in- 
posed on the population's property and available cash resources, by means of 
which large sums were collected to provide the funding for social and cultural 
measures. In 1977 the progressive wage tax in Romania was transformed into 
payments by enterprises, organizations and institutions at differentiated pro- 
portional rates to the wage fund. In Hungary workers and employees pay no tax 
on wages, but participate in the formation o. social security funds with pay- 
ments amounting to as much as '° percent of the highest wager. In the other 
CEMA-wember countries (Bulgarian People's Republic, GDR, USSR and Czechoslovak 
Socialist Republic) progressive wage taxation has been retained and adjusted to 
the more important changes occurring in wage level. In all the countries 
authors’ payments and income from private economic activity are the object of 
progressive taxation. 


In most CEMA-member countries there is a more or less pronounced differentia- 
tion in the taxation of incomes of dissimilar chiracter.* Wages and analogous 





*Since the beginning of 1984 the Hungarian People's Republic has taxed all in- 
comes except wages in accordance with a uniform progressive table. 











remuneration have a lower tax, authors’ payments (royaltic.) a higher tax, and 
income from private economic activity the highest tax. Incomes from the fri- 
vate (auxiliary) plots of workers, employees and peasant cooperators are taxed 
less than wages, and some elements thereof are entirely exempt from the payment 
of tax. This principled differentiation in taxation can be considered a mani- 
festation of objective necessity, prompted by the retention of the essential 
differences in the character and specific features of the formation and regula- 
tion, the level and dynamics of individual types and forms of personal incomes 
under socialism. At the same time, this method of taxation involves the possi- 
bility of fragmenting the total annual income of a definite proportion of per- 
sons and families that is generated from different sources. As a result, it 

is possible that some incomes or parts thereof may be taxed less than is neces- 
sary or than is envisaged by the legislator. Such fragmentation of incomes 

is not characteristic of uniform progressive income taxation. 





In most socialist countries the monthly amount of wages and the annual total of 
income from royalties and private economic activity are the direct object of 
taxation. Collection of the progressive wage tax at the source, i.e., at the 
time they are received, has unquestionable advantages. The tax is deducted and 
paid rapidly, surely and with minimum labor input by enterprises, institutions 
and organizations. 


In the Czechoslovak Socialist Republic, unlike the other countries, two pro- 
gressive wage-tax tables are used: one for wages received in individual 
months and another for the total annual sum of wages, with no difference in the 
level of taxation. In this manner the influence of month-to-month fluctuations 
in wages on the level of taxation is eliminated. 


The progressive tables that are used are proof of the low level of wage taxa- 
tion in the CEMA-member countries. Usually they are in the form of a combined 
graduated progression. In the Bulgarian People's Republic the upper limit of 
the progression is 14 percent on wages over 340 leva per month. In the GDR 
the progression begins with 11.2 percent on a monthly wage from 175 to 200 
marks and reaches 20 percent on wages over 1258 marks per month. Payment of 
the equlizaticn tax in Poland starts at incomes over 348,000 z)loty per year, 
which sum represents twice the average wage. The lower limit of the progres- 
sion is 5 percent and reaches 75 percent on the excess over 1.5 million zloty. 
In the Socialist Republic of Romania the labor remuneration of so-called dones- 
tic personnel, foreigners and persons employed in organizations which are not 
state, cooperative or socialized organizatiocas are taxed according to a pro- 
gression with an initial rate of 3.2 percent and an upper limit of 19.3 per- 
cent on an income over 10,060 lei, with an additional tax, established in the 
form of a rate in an absolute amount, payable on every portion of the incre- 
ment in an absolute amount over this figure. In the USSR the maximum level of 
the tax on wages over 100 rubles is 13 percent. In the Czechoslovak Socialist 
Republic the progression ranges from 5 to 20 percent. These taxes show that 
the progressive wage-tax tables are not very wide-ranging. In some countries 
the upper limit of the progression applies to wages which are very close to 
average. Progressions are also employed that do not have sufficiently uniform 
increments. 














In most CEMA-member countries the gross monthly wage is subject to tax. The 
GDR deducts therefrom bonuses, extras for work under onerous conditions, sup- 
plemental pay for night and shift work, Sundays and holidays, as well as other 
remuneration in addition to pay fixed by tables of organization and wage 
schedules. All progressive tables include a nontaxable minimum, which in re- 
cent years in the Bulgarian Peopie’s kepublic and in the USSR is equal to the 
minimuz: wage. In the cther countries this minimum is lower--in the CDR it 
amounts to 182 marks, in the Socialist Republic of Romania 911 lei, and in 

the Czechoslovak Socialist Republic 500 koruny. The scope of incomes and 
persons exempt from taxation differs in the individual countries. Most of them 
exempt from taxation pensions, scholarships, relief payments and compensation 
paid by the social insurance system, insurance benefits, travel allowances, 
payments to permanently and significantly incapacitated persons, interest on 
deposits in banking institutions, some in-kind remunerations, prizes to winners 
in socialist competitions, and the like. The differences in the exemptions and 
abatements granted depend on the specific characteristics of socioeconomic de- 
velopment, the generation and level of individual incomes, the social status 
of taxpayers, as well as the differing importance attached to individual activ- 
ities and incomes. Thus, for example, in the GDR workers in the production 
sphere are taxed more favorably on that part of their wage which is the result 
of overfulfillment of labor norms--a proportional tax in the amount of 5 per- 
cent. Im the USSR the tax due according to the progressive table is reduced 
by 30 percent if there are three or more dependent children, and by 50 percent 
for participants in the Great Patriotic War. In the Czechoslovak Socialist Re- 
public remunerations under 20,000 koruny per year for the performance of espe- 
cially important state and scientific-research functions are tax-exempt (on a 
case-by-case basis). In all countries labor remuneration for work at more than 
one job is addec to wages and taxed altogether. 


In some form and to some degree income taxation in CEMA-member countries is re- 
lated to marital status and the number of children. In the GDR and the Czecho- 
slovak Socialist Republic this relationship is made through the use of the 
progressive wage-tax table. In the GDR manual and office workers are divided 
into three groups: 1) unmarried and married without children; 2) unmarried 
and married childless women over 40 years of age and men over 60; and 3) mar- 
ried and unmarried persons with dependent children and receiving for them an 
abatement in the form of tax-exemption of a specified portion of their wage. 
For the second group of persons this portion amounts to 50 marks per month, 

for married persons with one child, 100 marks; for married persons with two 
children, 150 marks; for married persons with three children, 200 marks; for 
those with four children, 250 marks; and for those with five children, 300 
marks. These abatements are also enjoyed by persons receiving in addition to 
wages authors’ payments (royalties) up to a specified total, as well as by per- 
sons employed in private economic activity. 


In the Czechoslovak Socialist Republic unmarried and warried childless women 
from 25 to 45 years of age and men from the age of 25 to 50 pay the progressive 
tax that is due plus a 60-percent increase, and outside these age brackets a 
40-percent increase. In 1981 the average wage amounted to 2700 koruny per 
gonth. on which a tax of 17.3 percent was payable. This means that persons in 
the former group receiving this wage paid an additional 10.4-percent tax, and 
those in the latter group 6.9 percent. 








In the Bulgarian People's Republic, the Socialist Republic of Romania and the 
USSR unmarried and married childless persons pay an additional tax. In the 
Bulgarian People's Republic the so-called “bachelors’ ta.” is differentiated 
according to the age of the persons in this category, as follows: from 21 to 
30, 5 percent; and over this age, 10 percent; with collection of the tax ter- 
minating on attainment of the age of 45 in the case of women, and 50 in the 
case of men. In the Socialist Republic of Romania unmarried and married child- 
less persons over the age of 25 are taxed in the form of absolute rates accord- 
ing to the amount of wages received. Iu the USSR the bachelors’ tax is paid 
by unmarried persons and by married persons with two children--women from 20 to 
45 and men from 20 to 50. A nontaxable minimum is set in the same amount as 

in the progressive wage tax (70 rubles). On a monthly income of 70 to 100 ru- 
bles the tax is determined according to a epecial table and ranges from 20 ko- 
pecks to 5.33 rubles. On incomes over 100 rubles the tax is 6 percent. This 
rate is also applied to incomes from more than one job, to one-time services, 
to literary and artistic and to private economic activity. Exempt from payment 
of the tax are single women, foreigners, schoolchildren and students under 25, 
disabled persons, pcrents of children who perished in the Patriotic War, and 
some other categories of persons. 


Authors’ payments (royalties) usually are taxed separately from wages and other 
forms of income, with progressive tables used. In the Bulgarian People's Re- 
public they are divided into two groups (the remunerations received by scien- 
tists, writers, actors, musicians performers, et al., and those received by 
engineering and technical personnel), each of which is taxed according to a 
separate progression. In the GDR royalties are added to wages and taxed ac- 
cording to a progression, the upper limit of which is 30 percent on an annual 
income over 30,000 marks. In the Czechoslovak Socialist Republic royalties 
under 25,000 koruny annually are taxed 3 percent, and when they exceed this 
figure according to a separate progressive table. In the Socialst Republic of 
Romania income from literary, artistic and scientific activity besides one's 
principal job is taxed according to a progression beginning at 2 percent and 
going as high as 21.3 percent on an arnual income over 120,000 lei, with a pro- 
portional surtex payable on the excess. This income is taxed 10 percent higher 
than wages. Income from pieces pubiished in newspapers and magazines are taxed 
according to another progression, the rates of which vary from 2 percent to 

23 percent on «4 monthly income under 10,090 lei, the tax level being about 

20 percent higher than for wages. The incomes of actors, musicians and other 
such persons for participation in radio, televicion, movies, shows, etc., are 
also taxed separately. The tax is determined according to the progressive ta- 
ble for publications, increased by 10 percent. 


In the USSR income from enterprises, institutions and organizstions that one 
receives besides one's principal job (plurality of jobs, one-time services, sale 
of gawe and fish wnder contract) is taxed according to a separate proeressive 
table depending on the monthly @sount. The progression begins at 1.5 percent on 
income under 15 rubles and ends with 13 percent on incomes cover 100 rubles. The 
upper limit is the same as for wage taxes. The difference is that no nontaxabi+ 
minimum is omployed in taxing this income. The tax on income from inventions, 
rationalizations and discoveries for which patents have been issued is deter- 
mined in the same way. Characteristicaliy, only the excess over 1000 rubles per 











discovery, invention and rationalization is taxable. The remuneration of Sovi- 
et and other authors for works of science, art and culture used inside the 
USSR, as vell as the remuneration received by Soviet authors from other coun- 
tries for works specially created for use outside the USSR are taxed according 
to a progressive table with a lower limit of 1.5 percent on income under 180 
rubles per year and an upper limit of 13 percent on income over 1200 rubles. 
This table differs from the table for the taxation of income from a plurality 
of jobs and activities lumped therewith only in that it applies to annual in- 
come. At the same time, authors’ payments from abroad received by persons 
permanently resident in the USSR are taxed according to a separate table begin- 
ning at 30 percent on income under 500 rubles and going as high as 75 percent 
on annual income over 5000 rubles. The taxation of this remuneration is csa- 
siderably higher. The tax due thereon is reduced by 50 percent if the works in 
question are intended for use in conformity with the established order in the 
socialist countries. Remuneration received by the heirs of Soviet and other 
authors for works of fiction, musical compositions, works of pictorial and plas- 
tic art are taxed according to a separate progression beginning at 60 percent 
on an annual income under 500 rubles and going as high as 75 percent on an an- 
nual income over 3000 rubles. On authors’ payments for other works the tax 
due is increased by 20 percent. If the remuneration does not exceed 1000 rubles 
annually and is received by persons under 16, by schoolchildren and students 
under 23, men over 60 and women over 55, as well as by disability pensioners, 
the tax is payable with a 50-percent reduction. 


In all CEMA-member countries incomes from private economic activity are taxed 
the highest according to separate progressive tables. In the Bulgarian People's 
Republic income from trades, commerce, liberal professions and rents is taxed 
according to a progression beginning at 9 percent on an annual income under 200 
leva and going as high as 81 percent on an annual income over 7000 leva. In- 
come from private agricultural activity is taxed according to a separate table, 
the rates of which vary from 4 to 46 percent on income over 4000 leva annually. 
In the GDR on income from private economic activity a progression is used with 
a lower limit of 11.2 percent on income under 2100 marks and an upper limit of 
60 percent on annual income over 100,000 marks. In the Hungarian People's Re- 
public income tax is collected from persons employed in trades and in commer- 
cial activity, the rental of property, and the like. The progression begins at 
6 percent on income under 1200 forints and goes to 75 percent on annual income 
over 200,000 forints.” From the tax due 40 percent is deducted if the income 
is under 100,000 forints, 30 percent for income from 100,- to 200,000 forints, 
20 percent for income from 200,- to 400,00 forints, 15 percent for income from 
400,- to 600,000 forints, 10 percent for income from 600,- to 900,000 forints, 
and 5 percent for income exceeding 900,000 forints. The taxation <s essential- 
ly uniform, for it takes in incomes from all kinds and forms of private econom- 
ic activity. In the Polish People's Republic the progression for these groups 
of income begins at 20 percent and goes to 80 percent on annual income over 

4 million zloty and includes a nontaxable minimum of 160,000 zloty. In the 
Socialist Republic of Romania the progression is more moderate: a lower limit 
of 10 percent on annual income under 1200 lei and an upper limit of 34 percent 
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on annual income over 50,000 lei, with a tax of 16,890 lei plus 42 percent on 
income from 50,- to 80,000 lei and the tax increasing by 2 percent on every 
15,000 of excess. The level of taxation averages about 40 percent higher than 
that on wages. At the same time, the totel amount of the tax may not exceed 
45 percent of the taxable income of physical persons and 60 percent of the in- 
come of juridical persons that are not socialist organizations. Income from 
rents is taxed separately: the progression goes as high at 75 percent on in- 
come over 100,000 lei annually. In the Czechoslovak Socialist Republic the up- 
per limit of the progression on incomes from private economic activity goes as 
high as 85 percent. Trades using industrial methods pay the tax that is due 
plus a 30-percent increase. In the USSR the incomes of private tradesmen are 
taxed according to a progression under which the same tax is payable on annual 
incomes from 840 to 3000 rubles as on wages from 70 to 250 rubles per month. 
The upper limit of the progression is as much as 65 percent of an annual in- 
come over 5000 rubles. Income from the private practice of physicians and 
other medical workers, teachers, architects, artists, typists, stenographers 
and the like is taxed according to a progression beginning at 10 percent and 
going to 69 percent on an annual income over 7000 rubles. All other types and 
forms of income are taxed according to a separate progression with an upper 
limit of 81 percent on income over 7000 rubles annually. 


In some countries other methods of taxing specified income from private econom- 
ic activity are also used. Thus, for example, in Poland the so-called contract 
rates were employed whic, as of the beginning of 1984, were replaced by a uni- 
form progression on the sum total of sales during the preceding year. Some of 
the tradesmen are taxed according to the income realized through their coopera- 
tive organizations. The vast bulk (about 60 percent) of tradesmen are taxed 

in the form of rates as an absolute sum. 


The practice of taxing the income from land granted for private use in the form 
of an absolute sum per unit area (hectare, decare) is comparatively widespread. 
This practice can be explained by the difficulties in determining the income 
actually realized from each of the numerous private plots, as wel. as by the 
policy being pursued of providing incentives for the production of agricultural 
output. A significant problem as regards the regulation of income from private 
plots and from private farming is the distribution of differential rent. In 
some countries (Hungarian People's Republic, GDR, Czechoslovak Socialist Re- 
public) a separate tax is used to confiscate some of the rent. This problem 

is of much greater significance for the regulation of the differential rent 
realized by state and cooperative agricultural organizations. 


In the Polish People's Republic income from private agricultural activity is 
subject to a tax composed of two parts: a progressive tax on income determined 
according to estimation norms and a proportional tax for the benefit of the Ag- 
ricultural Development Fund. The receipts are negligible, for the income-esti- 
mating norms were established more than 20 years ago. The income from some ag- 
ricultural activities (hothouses, mushroom cellars, livestock farms, etc.) con- 
tinues to be subject to an equalization tax. Tax concessions are envisaged for 
the purpose of providing incentives for agricultural production. In the Social- 
ist Republic of Romania the land tax is differentiated according to the cate- 
gory of land and the manner of its utilization. The amount of the tax is set 











in the form of absolute sums per hectare of the five categories that have been 
adopted (cultivated land, pastures and meadows, fruit orchards, vineyards, ir- 
tigated tracts). Work stock and commercial livestock are exempt from taxation. 
In the USSR the agricultural tax is collected in an absolute amount ranging 
from 0.2 to 2.5 rubles per decare of land regardless of the manner of utiliza- 
tion or realized income. For self-employed farmers the tax is payable with a 
100-percent increase. The amount of the tax is differentiated according to 
union and autonomous republics, oblasts and rayons. A number of concessions 
and exemptions have been introduced for socioeconomic reasons. In the Czecho- 
slovak Socialist Republic farm income is determined according to normatives 
and according to the actual amount thereof. The progression ranges from 5 to 
30 percent. The tax due increases or decreases according to marital status. 
The income from raising some crops is tax-exempt unless it exceeds 25,000 
koruny annually. National committees may increase or decrease the tax up to 
50 percent. 


There are certain differences in the scope, level and manner of taxing the 
property of the population of CEMA-member countries. Three forms of taxation 
are used: progressive, proportional and absolute rates. Some socialist organ- 
izations are also partially obliged to pay a property tax. Used as the tax 
base is the value of the property, determined according to norms or market 
price, and in some countries taxation is linked with personal income, rent 
paid and other similar indicators. In some countries the amount of the tax is 
differentiated according to the size of the property, its location, manner of 
utilization and floor space, as well as other similar criteria. There are 
differences also in respect of the tax-exemption and the tax concessions 
granted. 


In the Bulgarian People's Republic inhabited houses, yards and building plots 
(sites) of citizens and juridical persons are an object of the building tax. 

The tax base is the so-called tax valuation of the buildings owned by physical 
persons, which base was established more than 30 years ago and is considerably 
lower than their actual value. The buildings of juridical persons are valued 
according to their book value. The tax is 1 per mill for juridical persons and 
2 per mill for physical persons. Country cottages are taxed at 3 per mill. 
Dwellings of over 120 square meters and summer cottages of over 60 square meters 
of floorage per family are subject to an additional progressive tax, depending 
on the category of settlement where they are located. 


In the GDR a property tax is collected only if the family property exceeds the 
maximum nontaxable income established as a function of the number of family 
members: 10,000 marks for the taxpayer himself, 5000 marks for his wife and 
for each child under the age of 18. The taxation is progressive, ranging from 
0.5 to 2.5 percent of the value of the property. At the same time, the owners 
of the ground sites pay a land tax. On the sale or purchase of such sites a 
tax in the amount of 7 percent of the sale price is collected. 


In the Hungarian People's Republic permanent and temporary structures of physical 
and some juridical persons are subject to the so-called house tax. Residential 
premises, as well as premises used for stores and the practice of trades are an 
object of taxation. The amount of the tax depends on the territorial location 
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of the house, the extent to which public services and amenities have been 
planned and provided, the number of rooms and the manner of utilization (for a 
dwelling or for economic activity). The anuual total tax per structure varies 
from 50 to 800 torints, depending on these criteria. 


The Socialist Republic of Romania collects a tax on the inhabited houses of 
physical and juridical persons other than socialist entities. The percentage 
rates of the tax are differentiated according to the purpose of the buildings, 
their location and the category of the taxpayers. The tax base is the value 

of the property at which it is insured. The tax is set at 1 percent on build- 
ings in municipalities and cities (1.5 percent if the owner carries on private 
economic activity), and at 0.75 percent in villages. For privately owned dwell- 
ings, when the number of rooms exceeds the number of family members, an in- 
creased tax of 1.3 percent is employed for manual and office workers and pen- 
sioners, and 2 percent for persons employed in private economic activity. 
Builiings owned by juridical persons which are not socialist entities are taxed 
at 1.5 percent of their book value. 





In the Polish People's Republic a real estate tax is collected from the popula- 
tion and from organizations of the nonsocialized sector. The real estate of 
the rural population and multifamily dwellings purchased from the state are 
tax-exempt. This tax has more the character of an income than a property tax. 
The tax base of leased buildings and lands is the amount of rent received, and 
of the others the floor space. The tax is set as a percentage rate of the 

rent and an absolute figure per habitable square meter. The tax on inhabited 
buildings is differentiated according to location, purpose, equipment, etc. 
Persons who are supported by labor-contract employment pay less rent for the 
housing they occupy than do those who are subject to income tax. The tax on 
real estate is 1.5 percent of the rent if the tenant pays a low rent, 25 per- 
cent if the rent paid is in the maximum amount, and 55 percent if the tenant 

is a foreigner. The floor-space tax rates vary according to the same criterion 
~-from 4.5 zloty if the tenant pays a low rent to 36 zloty if he is subject to 
an income tax, and the highest rate is 228 zloty per square meter. The changes 
made in 1975 were aimed at relieving some trades and other self-employment ac- 
tivities. The taxation of land that is not a part of agriculture is based on 
the same principles. 


In the USSR the property tax is aimed at the built-up land plots which are used 
by citizens. The valuation at which a property is insured is used as the taxa- 
tion unit. The amount of the tax is 1 percent. Plots of land used by citizens 
are subject to a land tax. Taxation is differentiated according to the econom- 
ic characteristics of the land, grouped in six categories. The rates vary from 
1.8 rubles on the highest to 0.4 ruble on the lowest (the sixth) land category. 
The lands of self-employed farmers and of citizens who are obliged to pay an 
agricultural tax are tax-exempt. 


In the Czechoslovak Socialist Republic a property tax is levied on buildings 

for residential and for production needs as well as on yards. Since 1978 dwell- 
ings which are privately owned have been exempt from it. Nor is a tax levied 

on buildings serving agricultural purposes. Taxation varies with floor space, 
rent paid, and the price for the use of the buildings. The social status of 
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the taxpayers is not taken into accou.t. The amount of the tax is set as an 
absolute amount per sqvare meter, differentiated according to the number of 
residents of inhabited localities (which are divided into five groups), and 
ranging from 0.8 to 5 koruny per square meter. National committees may in- 
crease or reduce the tax up to 50 percent. In most countries newly built 
housing is exempt from taxation for a specified period of time in order to 
encourage residential construction. 


In all CEMA-member countries inheritances and gifts are an object of progres- 
sive taxation, in the structure of which there are fundamental differences. 

In the Bulgarian People's Republic real property is valued according to the 
norms which are also used in levying the building tax, while personalty is 
taxed at its actual worth. The property received by each heir (heir's por- 
tion) is an object of taxation. The progression begins at 2 percent on an 
heir's portion under 800 leva and goes to 50 percent on an heir's portion over 
12,000 leva. For collateral heirs the tax is increased by 20 percent, and for 
other heirs by 50 percent. Gifts also are taxed according to a progressive 
table. The organization of taxation in the GDR is analogous with this differ- 
ence that the heirs are divided into two groups. Spouses and children pay a 
tax according to a progression ranging from 4 to 50 percent, and all other 
heirs from 11 to 80 percent. In the Polish People's Republic heirs are divided 
into four groups: spouses, descendants, sisters and brothers, and all other 
inheritors. Up until 1975 inherited property was valued at market prices. 
Since 1982 dwellings which are cooperative property are valued by the coopera- 
tives themselves, and others at market price. Single-family dwellings are 
taxed at the value used in insuring them. As a result of these changes in val- 
uation, the levy due to the inflationary soaring of prices was alleviated. In 
this connection, the amounts of tax-exempt elements of inheritances were in- 
creased. The level of both the upper and lower limit of the progression for 
each of the four groups was lowered. At present, the progression for the first 
group varies from 5 to 19 percent, for the second from 7 to 26 percent, for the 
third from 11 to 36 percent, and for the fourth from 15 to 75 percent. In the 
Socialist Republic of Romania the stamp duty on inheritances is progressive. 
For relatives in the second degree taxation begins at 3.5 percent on an heir's 
portion under 25,000 lei and goes to 5.25 percent on inheritances of 150,000 
lei, with an additional 10 percent on the excess. For other inheritances the 
duty is increased by 50 percent. Gifts are likewise taxed according to a pro- 
gressive table. The foregoing data give reason to conclude that the level of 
inheritance taxation differs substantially for the individual countries. 


At the present stage of development the problem of trends in the improvement of 
personal income and property taxation arises with different force in the indi- 
vidual countries. 


A comparatively clearly pronounced trend is emerging to recognize and realize 
the necessity of retaining and using the property and income tax, including the 
wage tax, during the coming period of the building of a developed socialist 
society although it is manifested with different force in the individual coun- 
tries. Elimination of the progressive taxation of wages is emerging as a prob- 
lem, the solution of which will require comparatively more time. In the 
Bulgarian People’s Republic and the USSR the practice is to follow the course 
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of gradually increasing the nontaxable minimum, which at present equals the 
minimum wage. 


In the economics literature of some CEMA-member countries more or less spirited 
discussions are under way regarding the tax base or unit of taxation. Tb 
point at issue is: What income shall be made the base of taxation, indi, “ °1 
income or family income, with the number of family members taken into accou.n. 
The problem is extremely important, but at the same time complicated and diffi- 
cult to solve. This problem is directly bound up with the question of unifor- 
mity or differentiation in the taxation of personal incomes that are different 
in character, in the conditions and modes of their generation, in their level 
and dynamics. Adoption of the principle of differentiated taxation, in support 
of which serious considerations can be cited, to a certain degree hampers the 
transition to placing total family (household) income on a progressive-taxation 
basis. Practical experience shows that the tying-in of income tax with marital 
status and number of children is possible even with differentiated taxation. 

In almost all CEMA-member countries this tie-in is comparatively limited in 
scope and is not sufficiently effective. There are suggestions that the in- 
come tax should be merged with the tax on unmarried and childless married per- 
sons. Nor are views lacking according to which such an interrelationship be- 
tween income taxation and marital status is not sufficiently substantiated. 

All this shows that the tax-base problem requires further research. 


In the area of property taxation in individual CEMA-member countries specific 
problems are raised also with regard to improvement of its organization. These 
problems encompass mainly the more accurate definition of property subject to 
taxation, refinement of exemptions and concessions and alignment of the level 
of individual property taxes with the more significant changes that have taken 
place in the character, manner of utilization, amount and role of various types 
of property. The problems in some countries of regulating the income from 
family farms and private plots, and more especially neutralization of the ef- 
fect of differences in natural conditions, are taking on increasing signifi- 
cance. These problems apply with no less force to agricultural (state and co- 
operative) organizations. In some countries improvement of property taxation 
is more or less linked with the necessity of making the property valuation used 
as the base for determining the amount of the tax more closely approximate its 
actual value. 


The trends, methods and way of improving income and property taxation under con- 
ditions of the building of a developed socialist society are determined by the 
requirements of economic laws, which foreordain the purpose and role of person- 
al taxes as a uniform system in the control of the socialist reproduction proc- 
ess and, more especially, of the population's incomes and living standard. 


6474 
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INTERNATIONAL AFFAIRS 


BRiEFS 


SOVIET GOODS FOR POLAND--Intensive work is in progress in the Polish State 
Railroads “dry port” in Malaszewicze in Biala Podlaska Province. This is a 
transshipment point mostly for goods from the USSR. Recently, the deliveries 
of potassium salts have increased. Rice is being transshipped almost daily. 
Moreover, we are importing from the Soviet Union iron ore, metals, paper for 
newspapers, fuel oils, washing machines, refrigerators and TV sets. In the 
8 months of this year, 4,403,000 tons of goods imported from the USSR were 
transshipped, 400,000 tons more than in the corresponding period of last 
year. [Text] [Warsaw ZYCIE WARSZAWY in Polish 24 Sep 84 p 1] 8801 


CSO: 2600/53 


14 








MINISTER DWELLS ON FOREIGN TRADE EXPANSION 


Sofia IKONOMICHESKI ZHIVOT in Bulgarian 19 Sep 84 pp 1, 3 





/Article by Khristo Khristov, minister of foreign trade: “Progress in Our 
Foreign Trade"/ 


/Text/ During the recent, comparatively short historical period of socialist 
construction, our country has traveled from wooden plows to computer technology, 
from gas lamps to atomic energy, from hunger and misery among the broad masses 
of the people to economic and social security for the workers. During these 
past 4 decades, our gross national product has become 21 times greater, and 

the national income is 14 times greater. Industrial production has increased 
82 times over, and agricultural production is about 3 times as great. While in 
1950 331 million leva in basic funds were put to use, in 1983 that figure was 

7 billion leva. Personal consumption among the populace has grown by a factor 
of 6, compared with 1952, and each Bulgarian's real income has gotten 3.6 times 
larger. 


The whole development of our renewed native land shows the correctness of 
choosing, 40 years ago, the socialist way, and it is a shining demonstration 
of its preferability over capitalism. The successes achieved are irrefutable 
proof of the correct socioeconomic policy of the Bulgarian Communist Party, 
the main body of the Fatherland Front, of its Leninist Central Committee, 
headed by Comrade Todor Zhivkov. 


Given this background, the development of foreign trade during these past 4 
decades, with its dynamics, massive indicators, and especially its structural 
changes, gives rise to justified amazement. 


According to prices current in 1962, Bulgaria's trade amounted to 116.7 million 
hard currency leva in 1939. Coming out of the difficult postwar period of 
recovery, it reached 292 million leva in 1950. During the final year of the 
first 5-year-plan after the historic April Plenum of the Central Committee of 
the Bulgarian Communist Party, 1960, foreign trade saw an exchange of 1.408 
billion hard currency leva. 


During the recent period, as a direct result of the April course, there has 
been tremendous growth in the structurally determining sectors of the economy-- 
metallurgy, energy, machine building, chemistry--which more and more set the 
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pattern for our foreign trade. During 1970, our country's exchange reached 
4.468 billion hard currency leva, and just 5 years later, in 1975, annual trade 
reached 9.8 bil’ ion hard currency leva. 


The decade from 1970 to 1980 has been a tccal celebration of the April course 
in the development of our country, and these results were so colorfully and 
correctly characterized in the report of the general secretary of the Bulgarian 
Communist Party, Comrade Todor Zhivkov, at the 12th Party Congress, when he 
pointed out that during this period it was as if another whole Bulgaria had 
been built. 


The annual growth in exchange during most of this period was more than 10 per- 
cent; this is unprecedented in international trade relations and represents a 
material expression of the multiplying effect in the development of our national 
economy. Now Bulgaria maintains trade and economic relations with 115 nations, 
and its annual trade in 1983 reached 23.7 billion hard currency leva, a large 
sum for a country of our size. 


Corresponding to the profound structural changes in our economy that have come 
about in the past 4 decades are the significant changes in trade, which are 
especially obvious in exports. As a result of the high quality and perfection 
in manufacturing, our goods make up the greater portion of those exports. 


At one time agricultural products occupied the basic position in foreign trade 
exchange. That time has long since passed, regardless of the fact that today 
supplies of Bulgaria's highly-productive agriculture, such as wines, fresh and 
prepared fruits and vegetables, meat and dairy products, cigarettes, etc., find 
broad acceptance on world markets. 


The leading, structurally determining group among our exports consists of 
machines and equipment, comprehensive industrial sites. They account for 57 
percent of our exports, and in the near future we foresee them reaching 60 
percent of the total. 


Specialists and business circles know that now Bulgaria is one of the largest 
producers and exporters of hoist and warehouse technology, products of the 
electronic and electrotechnical industry, hydraulic devices, certain families 
of metal-cutting machines with central processing units, robots and industrial 
manipulators. We are now accelerating in our country the process of renewing 
machine building production through the incorproation of new, totally modern 
equipment and technologies, broad development of applied science activities, 
with a view toward further improvement in the products’ parameters, corresponding 
to the latest achievements of science and technical progress, directed toward 
a decisive improvement in the quality and the competitiveness of our machines 
and equipment. The conduct of a whole program for creating basically new 
engineering design solutions, modules and production lines, elements and 
flexible automated production systems, is now in effect. 


The commodity exchange share of the electronic and electrotechnical industry, 
of chemistry, metallurgy, and power engineering, is constantly increasing. 
Engineering activity, where the total volume is over the 1 billion mark, is 
being developed, as well as economic tourism. 
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During the past 4 decades, the basic principles of our foreign economic policy 
have been established; total equality, mutual benefit, noninterference in 
internal affairs, and respect of partners’ interests; these principles have 
demonstrated their vitality and beneficial effect. In carrying out this policy, 
our country is not influenced by ad hoc factors and phenomena. All types of 
discrimination and artificial limitations, sanctions and pressure, are alien 

to this policy. It is oriented toward active, stable cooperation on a large 
scale with all countries, toward maximum development and utilization of the 
benefits from the international division of labor, toward consolidation of 
understanding and trust. 


The main trends in our country's foreign trade in the most recent period were 
established on this basis. First of all, our most significant partner is the 
group of member countries of the Council for Mutual Economic Assistance, which 
occupies 75 percent of our foreign trade. Our export products have received 
and continue to receive the highest recognition and are well received on the 
socialist market. Through this market, in turn, we satisfy the basic needs 

for machines, raw materials, and materials for our economy. It is necessary 
to point out, therefore, that thanks to interaction and close cooperation with 
socialist countries, and most of ail with the Soviet Union, Bulgaria has 
succeeded, in a very brief historical period, in overcoming its proverbial 
underdevelopment and in creating modern, high-output industrial production on 
the basis of specialization and integration, and in taking a respected position 
among the developed countries. Bulgaria's active and large-scale cooperation 
within CEMA helps the country in successfully neutralizing the negative con- 
sequences of serious, crisis perturbations in the world capitalist economy, 

and in securing stable economic growth rates. Decisive in this regard is the 
cooperation and fraternal assistance of the Soviet Union, which offered its 
help in the first days and months after the people's victory. It traditionally 
occupies first place among our foreign grading partners. From it we receive 
energy and other natural resources, machine and other contemporary technologies, 
through which we are able to realize not only a structural transformation in 
the national economy, but also an uninterrupted replacement and renovation pro- 
cess. The dominant portion of our export products are destined for the markets 
there. Our trade with that country already accounts for 54 percent of our 
trade, and it is growing annually at over 12 percent. During this year, it is 
expected that the exchange of goods between the two countries will reach the 
considerable sum of 11.6 billion rubles, compared to 10.1 billion in 1983. In 
its turn, Bulgaria occupies third place inthe USSR's foreign trade. 


The national exhibition "The Bulgarian People's Republic--40 Years on the Path 
of Socialist Progress," which took place from 1 to 20 June 1984 in Moscow, is 
a particular culmination and graphic illustration of the relations, structure, 
and development of our bilateral economic ties with the USSR. 


The extent to which our jubilee national exposition in Moscow has made an 
impression and engaged the attention and activity of our Soviet partners is 
shown in the transactions made and the agreements signed during it. The total 
amount of contracted and specified shipments of goods reached 4.3 billion rubles, 
3.2 billion of which are for 1985. Im this regard, the sum of the contracting 
that was decided at the exhibition was twice that which the organizers had 
expected, and this is a fact that speaks for itself. 
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Integration processes in the economies of the socialist countries have been 
developing ir recent years at faster rates; as a result of this, specialized 
and cooperative productuion in trading with our CEMA partners has reached 30-35 
percent. 


Bulgaria has an emphatically open economy. At the present time, the country's 
trade is equal to its national income. On the basis of its dynamically growing 
economic potential and export opportunities, it has developed its trade with 
the developed nations of the West to a significant degree. Trade with them in 
recent years has reached 12.5 percent of the total volume, which we and our 
partners admit is still a modest portion of the actual capabilities. 


Substantial gains have been registered in new, more contemporary, and efficient 
forms of economic cooperation with those countries, in terms of industrial, 
scientific-technical, and marketing cooperation, which is now regulated by 150 
agreements. Over 50 agreements have been signed by leading firms, such as 
Siemens, AEG, Peugot, Renault-Berlier, Montedison, Eni, Fiat, Technipetrol, 
IRL, Unimorando, Chloride, Cosma Trading, Philip Brothers, Krupp, Philips, 
Cybetra, Fujitsu, and others. 


New, significant possibilities are being opened up for long-term industrial 
cooperation, for technical and trading cooperation, in the priority economic 
spheres of our country, among which first place belongs to machine building 

and electronics, most of all heavy intensive machine building, hoist technology 
automated flow lines, robotics, the production of agricultural machines and 
machines for the food, wine, and tobacco industries. Second place is occupied 
by chemical production in all its variety, from heavy industry to domestic 
drugs, a number of light industry sectors, formed by a network of small and 
middle-sized industrial enterprises here, etc. 


Our cooperation in the economic sphere with the developing countries is taking 
on an even greater scale. Our trade with them now occupies about 12 percen: 

of the total volume, basically raw materials and other goods traditionally 
associated with those countries; the industrial goods produced by their new 
production complexes also participate in our imports. Our engineering activity 
and cooperation with Bulgarian specialists in various fields are accorded trust 
and respect in those countries. We are seeing an increased expansion of the 
process of creating various combined forms of economic and scientific-technical 
cooperation in those countries, which represents an important element in their 
conditions for creating independent and effective national economies. 


the 40th anniversary of the socialist revolution in Bulgaria is an appropriate 
occasion for comprehensive review and an indepth analysis of the results in the 
field of foreign trade. In this connection, our inevitable duty is not only 

to look attentively at the successes, but also critically at the still unresolved 
questions, on which we must focus our efforts. 


They were extremely clearly and precisely defined in the resolutions of the 
12th Party Congrers and in the documents adopted by the National Party Conference 
on Quality. 
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Together with the evident and necessary seriousness and acuteness in them, we 
see the problems of comprehensive intensification, especially in the economy, 
including the field of f®reign trade, the decisive increase in the quality of 
production, and on this foundation an increase in the competitiveness and 
efficiency of Bulgurian export production. An important example in this case 
is precision work and the unceasing activity and professional accomp] ishment 
of the foreign trade cadres a* all levels and areas of activity, in harmony 
with the whole nation, which is busily turning the party's instructions and 
strategic directions in building a developed socialist society into reality. 


Now it is no longer permissible to analyze the results and the weaknesses 
schematically and separately. They are closely linked and must be viewe 
together, as one problea. In other words, today the results of our econsmic 
development have to be evaluated chiefly from their qualitative aspect. As 
Comrade Todor Zhivkov pointed out at the National Party Conference in March of 
this year, this is precisely the key problem in our development at today's 
stage in all areas, including the economy. 


The party's long-term plan for improving quality is a concrete and significant 
step forward in realizing the party's new economic policy. New and broad 
horizons for making this real are contained in the documents recent'y agreed 
upon at the economic summit meeting of the member countries of CEMA, held in 
Moscow. The main point in these documents is even closer cooperatica in 
formulating joint economic strategies and tactics among the CEMA members. 

Of special importance for our economy was the decision on elaborating a 
comprehensive program for scientific-technical progress over the next 15 to 
20 years. 


Thorough cooperation and coming closer to the Soviet Union, broadening the 
economic relations of our two countries into the future, will be the basic 
factor, the economic foundation for fulfilling the aims and tasks put forth 
by the 12th Party Congress and the National Party Conference. 


The acuteness of East-West political relations and the American administration's 
course of pressuregayd limitations on trade with the socialist countries, mvore 
specifically with Bulgaria, have set up new requirements and tasks for our 
economy in the field of foreign trade. The necessity of adapting it to the 
maximal extent to the complex international political and economic conditions 
strengthens its open character. In this regard, the Central Committee of the 
Bulgarian Communist Party, and our first party and government leader personally, 
are devoting great attention and extreme concern to the further deve lopment 

and broadening of our foreign economic ties as an important and powerful factor 
for universal intensification of the national economy. 


The International Autumn Technical Fair in Plovdiv, which opened this year on 
24 September and continued to 1 October, represents the greatest economic 
expression in our country during its 40th anniversary year. 


The 40th Plovdiv fair, which is also marking its anniversary, is not only a 
special account of our tremendous success in all areas of socialist construction. 
It also represents a point of departure for new, even more significant successes 
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in realizing the party's stratgic line for the development of the economy and 
of the country through the next 5-year-plans and until the year 2000. This point 
is especially highlic*ted in the trend toward high quality and competitiveness 
for Bulgarian industrial and agricultural! production. 


The broad recognition of the Bulgarian People's Republic's peace-loving policy, 
in the Balkans, Europe, and around the world, and of its major economic achieve- 
ments can be seen in the impressive foreign participation in the internacicnal 
autumn technical fair in Plovdiv. The significantly increased interest in this 
well-known forum, the greater number of applications from developed and 
developing nations, have this time caused serious problems for the fair's 
administrators. This fact once again emphasizes the correctness of the course 
Bulgaria choee for developing its foreign trade ties with all the countries of 
the world, based on the Helsinki accords for equality and mutually beneficial 
economic cooperation, as a solid and secure path toward strengthening world 
peace, for making the future of mankind brighter and better. 


I greet most cordially the Bulgarian and foreign participants in the 40th 
Interaational Autumn Technical Fair in Plovdiv, and I wish everyone great 
success in our common, noble cause. 


12334 
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CZECHOSLOVAKIA 


ENVIRONMENTAL '3°ROVEMENTS RECOMMENDED 
Prague HOSPODARSKE NOVINY in Czech 7 Sep 84 pp 8-9 


[Article by Eng Josef Jirat, CSc, of the Czech Planning Commission: “The 
Three Constants of Ecological Balance") 


[Text] From 1981 to 1983 there was considerable progress achieved in 
environmental protection in the CSR, despite some necessary economic actions, 
particularly in limiting iavestments. Construction of 208 projects was beeun, 
which is more than during the entire last 5-year plan, while budgetary out lays 
of 4.3 billion korunas exceeded previous expenditures by 24 percent. If the 
existing trend continues, we can expect that the increase over the 5-year plan 
period will be at least 50 percent. The tiuree constants which most affect the 
environment are the atmosphere, water and waste. 


Atmosphere 


The atmosphere is one of the most seriously disrupted elements of the environ- 
ment. This comes as no surprise, since our economy is «till too demanding on 
primary energy sources, the fuel and energy base is unfavorable, the basic 
material is and will be for a long time to come brown coal with a low caloric 
content, high ash-producing qualities and sulphur content and is tending to get 
slightly worse, so that to a greater degree it is not possible to use the fuel 
extracted. 

' 
Almost nine-tenths of all contaminants get into the atmosphere through the 
process of burning. Our most* important sources of emissions are our electric 
power plants, heating plants and factory boilerworks. Our boilerworks are 
markedly obsolete and their separation capabilities are not always at the 
desired level. But how can this situation be improved? 


Varying Nature of Actions Taken 


From 1981 to 1983 there were 93 actions taken to keep the atmosphere clean, in 
addition to the construction of centralized steam supply systems. This amounts 
to rough'y 39 percent of the overall budgetary expenditures to start constru 

tion (to protect water and the atmosphere and to utilize and dispose of wastes). 
In comparison with the results of the Sixth 5-Year Plan, when this figure was 
52 percent, and the degree to which the other environmental elements have been 
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polluted (including damage just appearing), this proportion is relatively 
small. Since this year a number of important actions to keep the atmosphere 
clean are being resolved in the planning phase, we can state that the optimum 
proportion currently should be about 45 percent. A positive point is the fact 
that the overall budgetary expenditures for construction started during the 

4 years of the Seventh 5-Year Plan already exceed actual outlays for the entire 
Sixth --Year Plan by 12 percent. An unfavorable point is the decline in the 
number of actions planned for 1984 by federal agencies. 


A detailed analysis of the construction shows that the investment actions to 
keep the atmosphere clean are of very diverse types. For the most part, they 
are rebuilding, modernizing and expanding mostly the smaller and medium-sized 
boilerworks, together with introducing or replacing the separator equipment 
for solid emissions, or at least a significant improvement of the overall com- 
bustion process. This is especially true of operations by the CSR Ministry of 
Industry, where almost half of the actions are of this type. The situation 
with the agriculture and foodstuffs ministerial sectors is similar, where two- 
thirds of the actions are of this type. 


Despite the unfavorable balance in extracted fuels, the gasification of 
operations polluting the atmosphere continued to a great extent. For the CSR 
Ministry of Construction it amounted to half of the actions Most of these 

are carried out as centralized construction projects (the Ostrava Cement Works, 
the Chlumcany Ceramics Plants, RAKO OL Ceramics, etc.). Switching over to gas 
is the basis for half of the actions by the CSR Ministry of Health, one-fifth 
of the actions by the CSR Ministry of Agriculture and Foodstuffs, one-sixth of 
the actions by the CSR Ministry of Industry, etc. 


Sulphur Removal at Heart of Problems 


The key problem in cleaning up the atmosphere is the reduction of sulphur 
dioxide emissions, especially at the greatest sources of pollution. Removing 
sulphur from the stack gases of large electric power plants has been the 

subject of research work and a number of discussions for many years. Decree 

No 20/1981 of the leadership of the federal government approved construction 

of the experimental sulphur removal equipment (by the magnetism method) accord- 
ing to the Soviet technical design for one 200-MW section of the Tusimice II 
electric power plant, which completed a long process of study and evaluation. 
The unusually expensive construction was begun in 1983 by the preparatory work 
and ic 1984 the first stage was started. With a prediction 90-percent efficiency 
in the sulphur removal process, normal operation of the section in 1990 should 
pull out roughly 40,000 tons of sulphur dioxide per year and then produce 60,000 
to 70,000 tons of sulphuric acid from it. 


Furth r construction of such equipment depends on the actual results of sulphur 
removal at Tusimice and national economic capabilities. The removal of sulphur 
from stack gases in the highly industrialized countries is not just a question 

of technical measures, but is mainly an economic question (high investment and 

operating expenses, in our case about Kes 120 million annually). 
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In addition to sulphur removal from stack gases, other possibilities are being 
studied for burning high-sulphur coal while minimizing environmental pollutants. 
The most attention is being given to the so-called fluid combustion, where 

sulphur removal occurs right in the combustion process. Results so far are 
favorable and therefore this year we should begin testing a prototype boiler 

with an output of 25 tons of steam per hour in the Trmice heating plant. At 

the same time they will check out the design elements of the fluid boiler with 

its associated equipment, such as grinding wheels, feeders, etc. The experience 
gained will be used for the development of a basic series of higher output boilers. 


Removal of sulphurfrom stack gases is being worked out for other sources of 
emissions. For example, at VIZ Chomutov the construction of sulphur removal 
equipment for generator gases has been going on since 1978 with many difficulties. 
They anticipate completion this year. In the Antonin Zapotocky Fuel Combine at 
Uzin, the construction of sulphur removal equipment for expansion gases, in- 
cluding removal of the penetratingly bad odors, was begun in 1982. So far every- 
thing is proceding without any serious problems, so test operations will appar- 
ently begin as planned in the fall of this year. This will significantly reduce 
the sulphur dioxide output (by about 5,500 tons per year) and lead to an even 
greater drop in the emission of hydrogen sulphide. 


Among the other important actions taken to keep the atmosphere clean, the 

Federal Ministry of Fuels and Energy is removing the offensive odors from ex- 
pansion gases in the pressure gasworks at the 25 February Fuel Combine at Vresova 
starting this year, and the Federal Ministry of Metallurgy and Heavy Machinery 

in 1981 began dust removal from the agglomerate belts at the Klement Gottwald 
Iron Works in Ostrava and dust removal from agglomerates at the North 1 construc- 
tion at the New Klement Gottwald Metallurgical Works, which represents a re- 
duction in dust emission in the Ostrava area of 9,500 tons per year. 


Within the authority of the CSR Ministry of Industry, the actions are mainly 
those carried out with the energy base of Lesni Brana Glass Union near Teplice 
over the past 2 years, the reconstruction started last year in the production 

of sulphuric acid at the Moravian Chemical Plants in Ostrava with a reduction 

in the emission of sulphur dioxide of 600 tons per year, and this year's action 
of selective catalytic reduction of nitrogen oxides at the East Bohemian Chemical 
Plants in Pardubice. In addition to the gasification programs mentioned above, 
the CSR Ministry of Construction is mainly working on dust removal from the 
rotary furnaces at the Mokra Cement Works. 


In the last 3 years there have also been a number of actions completed, which 
were mostly begun in the last 5-year plan. These include, for example, the 
change-over in gas handling at Skoda Plzen with a reduction in sulphur dioxide 
emissions of 400 tons per year, the construction of fluorine absorbtion equip- 
ment at Postorna Phosphates with a reduction in fluorine emission of 125 tons 
per year, methanation in the Dukla Olovi Glassworks, furnace dust removal in the 
production of barium sulphide at the Dukla Hrusov Moravian Chemical Plants, gas- 
ification of the baths at Podebrady, reduction in dust at the Malomerice Cement 
Works, and dozens of other actions. 
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What, Where, With What Effect 


A highly effective and economically suitable method of improving the state 

of the atmosphere, especially in the lower levels in industrial centers, is 
the centralization of heating sources. This does away with scattered sources 
of pollution and even prevents further occurrences. Considerable investments 
are made each year in the construction of such facilities (heating plants, 
steam generators, heating connections, etc.). In the Seventh 5-Year Plan, 
there are more than 40 important actions which were scattered before 1980. 
For example, the heating plants Brno North, Trmice III, Michle II, Karlovy 
Vary II, and the Porici-Trutnov electric plants heat connection have been 
already completed. 


During the years 1981 to 1983, 60 construction projects were begun. The most 
important ones include, for example, the heating plants at Malesice II and Pisek, 
the steam generators at Brandl and Strakonice, and the peak load source and 
heating connection for the Tisova-Sokolov electric power plants. This year, 

for example, we are starting on the heating planis at Trmice IV, Treboradic III, 
Frydek-Mistek Sviadov's third boiler and the heat connection Havirov-Senov at 
Kcs 40 million. The rate of construction is supposed to be maintained into 

1985. 


Both in environmental protection as a wiole and in matters of clean air, the 
greatest effect is made by actions which are mutually supporting in a system 
and have a complex effect. There has therefore been an effort to resolve 
problems not only through investment, but at the same time to use other forms 
of action, mainly of a noninvestment nature. 


In a number of plants, operational initiatives varying in extent have limited 

the emission of pollutant materials. For example, completely burning the carbon 
monoxide succeeded in reducing carbon dioxide emissions by 500 tons per year at 
the Branecky Ironworks hradec nad Moravici, by 450 tons per year at the Moravian 
Electrotechnical Plants at Vsetin, and by 600 tons per year at the New Klement 
Gottwald Metallurgical Works at Kuncice. Sealing off leaks in boiler B 6 at the 
Ostrava OKK Victorious February Coke Works reduced gas emissions by 540 tons per 
year. Dismantling the carbon black plants in Ostrava and putting the third car- 
bon black production line into operation at the Urxovy Plants at Valasske Mezirici 
reduced carbon monoxide emissions by 3,500 tons per year. 


The greatest and most permanent effect is achieved by definite removal of the 
pollution source. This was the case, for example, in Ostrava, where the opera- 
tions of the Trojice Coke Works were terminated; in Sokolov where production 

of calcium carbine in the chemical plants was stopped; the Karolina Coke Works 
in Ostrava, which are to be dismantled, etc. 


Special attention has been given to the status of separator equipment for solid 
emissions. An analysis carried out in 1980 by the Czech Atmospheric Protection 
Inspection also showed that the operational status and age of these separators 
is unfavorable. With their anticipated average service life of 10 to 15 years, 
when they also can achieve the desired level of efficiency, it will be necessary 
to replace or renovate almost two-thirds of the equipment around 1985. 
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The ‘im ed prod a capacity of the ma.n prod..er at ZVVZ [Plants for 
Production of Air .-chnology Equipment] Milevsko points out for the second 
5-year plan the marked lack of this equipment and spare parts for it. A 
certain improvement will be provided vy intensification of the production 
processes. On the basis of the results of tests, which showed that in the 
energy field there is a considerably unsatisfactory state of the technical 
and operational level of ash separators, the Seventh 5-Year Plan lays out 

an extensive installation program for selected enterprises of the Czech Energy 
Plants. It calls for carrying out 46 actions at 20 producers. Its completion 
should reduce ash emission by 155,000 tons per vear, which represents 12 per- 
cent of the solid emissions produced in 1980 in the CSR. 


From 1981 to 1983, 23 actions at 15 producers were completed, which biought 

about a reduction in solid emissions by more than 50,000 tons per Year. These 
actions were, for example, the introduction of separators at eight sections of 
electric power plants in the North Bohemian brown coal basin (electric power 
plants Pocerady I, Tusimice I, and Ledvice), at three boilers in the Tisova 
Electric Power Plant, at the electric power plants at Trebovice, Porici, Hodonin 
and Karvina Czechoslovak Army, at the steam plants at Olomouc, Ceske Budejovice, 
Strakonice, Mydolovary and Dvur Kralove, at the Cerveny Mlyn steam generator, etc. 


Even though there were some difficulties with .jre extent and level of intro- 
duction (at the Ledvice and Pocerady I electi*.c power plants, for example, they 
did not achieve the predicted reduction in er'ssions) and with meeting schedules, 
so that the overall grogram will obviously nd- ve completed without; exception by 
the end of 1985, the conceptual approach and its results can be evéluated very 
positively. 


Important Control Activities 


It is an interesting fact that in the course of the Seventh 5-Year Plan the 
imbalance between supply of and demand for solid emission separators was greatly 
reduced. But an objective evaluation of the status of separators shows that 
this imbalance will get worse. Among other things, it is obvious that the 
current indicators stimulating air polluters tu reduce emissions are not always 
sufficiently effective. The publication of the new law on protecting the atmos- 
phere, which was prepared 10 years ago and solves these problems to a certain 
degree, is thus most urgent. 


This situation also confirms, however, the important role in our society of 
control activities, in this case the Czech Atmospheric Protection Inspection, 
the Hygenie Service, and the national committees. Their workers should always 
push for the application of the appropriate regulations, norms and the overall 
interests of society against the narrow interests of ministerial sectors and 
enterprises or against attempts to resolve operational problems at the expense 
of clean air. How else should one evaluate, for example, the situation at the 
Mlada Boleslav AZNP [Automobi}e Works National Enterprise], where it was dis- 
covered at the new heating plant that the electric separators had been dis- 
connected, or the gross technclogical violations of the operating regulations 
in using equipment to limit air pollution at the Ostrava OKK Victorious February 
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Coke Works, or the operation of the boiler at the Spolana Neratovice Heating 
Plant with defective electric separators, etc.? 


One also cannot agree with some national committees, which significantly adjust 
the financial penalties proposed by inspection organization workers and respon- 
sible workers for violations of the clean air law. There have been a number of 
such cases. 





To intensify and further improve its effectiveness, the Czech Atmospheric 
Protection Inspection has been equipped with modern measuring equipment, in- 
cluding a mobile measuring laboratory. There is some question, however, whether 
there is enough such equipment at the individual work sites. It is now not enough 
just to get by with, for example, checking on the operation of separator equip- 
ment, but we have to check out operations more and more and look for ways to 
resolve problems in the technological processes themselves, as well as directing 
efforts at preventive actions, such as technical solutions in the planning of 
projects. 


It Is Not Just a Matter of Investments 


Among the very important actions of a non-investment nature that have been taken 
during the Seventh 5-Year Plan is the introduction of a forecasting and warning 
system on the state of air pollution during unfavorable weather conditions, in 
conjunction with a set of measures to limit emissions from the most important 
sources. The main goal is to set up a nationwide operational system to keep 

an eye on air quality and, on the basis of its results, when there are critical 
weather conditions in areas with the greatest environmental impact from the 
standpoint of society as a whole to make the most suitable adjustments in the 
main pollution sources and thus contribute to reducing excessive pollution of 
those areas. 


In this way we can to a certain degree replace the necessary but expensive 
actions that for a number of reasons cannot be taken at this time to improve 

air quality in the industrial complexes. The CSR Ministry of Forestry and Water 
Management, along with the Czech Hydrometeological Institute, in 1981 put the 
first stage of this system into operation in the North Bohemia brown coal basin. 
The system as such has proven itself in the first years of operation. There are 
still things that need to be done in implementing the mandatory regulatory actions 
at individual emission sources. It is especially important to ensure that elec- 
tric power plants receive enough low-sulphur coal at critical periods and to re- 
solve problems with coal supplies. In spite of this, we can consider our efforts 
to reduce emissions by up to 35 percent at regulated sources in borderline sit- 
uations to be successful. At the same time, the CSR Minsitry of Forestry and 
Water Management is setting up similar monitoring systems in the areas of Prague 
and Ostrava and they will later be introduced in other affected areas. 


By the end of the 5-year plan, we are supposed to go over to an improved system 

of automatic emission monitoring of harmful gaseous elements in the CSR. Because 
of the current state of knowledge of the movements of emissions over our territory 
and ignorance of the deeper relationships and mutual effects of emission sources 
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from the North Bohemia brown coal basin, Prague, and the Ostrava complex, it 
will be useful to check out the improved system in those areas first and then 
consider its introduction on a broader scale on the basis of a comprehensive 
evaluation of effects. 


The introduction of these systems is important for society as a whole, but is 
a very complex and demanding task affecting the operations of a number of 
organizations and economic units. It only hurts matters that some ministerial 
sectors still do not fully understand the importance of these actions. 


Water 


The rising standard of living, together with improved housing standards and the 
growth in water consumption, has significantly increased the quantity of pol- 

luted waste water. The relatively obsolete basic systems, the growth in pro- 
duction, the slow introduction of low-waste or no-waste technology and other 
factors are also bringing about an increase in industrial pollution. With the 
development of agriculture and its transformation to large-scale operations with 
intensive, large-acreage use of fertilizers and pesticides, there is also an 
increase in the so-called surface pollution of surface and ground waters. But 

is this development just aspecific matter for our republic? And, most importantly, 
how do we react to it? 


Number of Unfavorable Influences 


The serious nature of this problem quite naturally affects not only the develop- 
ment of individual countries’ economies, but also relationships between neigh- 
boring countries. An outstanding example of this occurred in January of this 
year in southern Moravia, when there was an ecological catastrophe in the upper 
reservoir of the Nova Mlyna Waterworks that killed 85 tons of fish worth almost 
Kes 1 million. It was caused mainly by an excessive flow of organic material 
from the Pulkava River, which receives inadequately treated waste water from a 
chemical plant in Austria. 


The development of water pollution on our territory to date is roughly char- 
acterized by several stages. It began to show up more sharpiy in the 1950's 

as a result of the rapid development of the entire national economy, especially 
industry. In the first half of the 1960's, the widespread use of technological 
solutions slowed down this unfavorable development, and with the introduction 
of radical actions directed mainly at widespread construction of waste water 
treatment plants, from 1966 on the cleanliness of our waters began to improve 
continuously. This positive trend was gradually halted, however, and in the 
mid-1970's it stopped. The construction of wastewater treatment plans dropped 
in connection with limited investment capital availability. 


Despite this, the construction of a number of wastewater treatment plants was 
begun. Among the most important projects were the expansion of the central 
treatment plants in Prague, Jesenik, As, Bruntal, the first stage at the East 
Bohemia Chemical Plants Synthezia, Galena at Komarov, the Bohumin Railroad 

and Wire Works, etc. At the same time, large treatment plants were completed, 
such as the Zaluzi Chemical Plants, Svitavy, Teplice, Humpolec and almost 100 
treatment plants amounting to budgetary outlays of up to Kes 2 million within 
the plan for Action Z. 
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Nonetheless, investment actions in the course of the Sixth 5-Year Plan could 

not prevent worsening water purity. The quantity of sludge released increased 

by almost one-third. The greatest growth was in the cities (because of public 
sewers). In 1976 their share of overall pollution was 54 percent, and in 1980 

it had risen to 63 percent. The main reason was extensive apartment construction, 
which did not have the appropriate wastewater treatment plants. This unfavor- 
able curve was also greatly affected by the construction of temporary bypasses 

of the operations of the Prague and Brno city treatment plants. 


The development in industry was more favorable, which roughly amounted to 
Stagnation, mainly because of the termination of obsolete operations that 
produced large amounts of pollution. But after studying the quality of water 

in streams, the gloomy state of surface contamination continued, mainly because 
of runoff and seepage from agricultural lands being worked. Agriculture has been 
mainly responsible particularly in the growth of nitrate content, which from the 
standpoint of drinking water is not removed by the usual water treatment. Run- 
off from ploughed fields also has a negative effect through soil erosion or by 
micropollution by specific ees materials, many of which have not been well 
studied so far. 


Water quality is more and more affected by the growing quantities of harmful 
materials in the air (sulphur dioxide, nitrogen, etc.), as well as by frequent 
accidents. In the course of the Sixth 5-Year Plan, the State Water Managemert 
Inspection investigated over 1,100 cases of the release of harmful materials 
into the water. Because of dry spells and the resulting low water flows in the 
past few years, their number has increased even more. The most common causes 
are oil spills (40 to 50 vercent of the cases) and agricultural wastes (20 to 
30 percent). They make water consumption impossible and cause fish kills and 
other water management or other types of damage. 


Inadequate Care in Organization 


In the course of the Sixth 5-Year Plan there were especially important changes 
in the legal system for protecting clean water. In comparison with the legal 
norms, however, the actual status shows a considerable number of cases where 
they are exceeded. 


Mistaken ideas have appeared that the number of discrepancies with the water 

law is caused by the strictness of the regulations. Actually the legal values 
are less strict than were those established by the earlier applicable regulations. 
There is also no noticable difference in comparison with the norms applied in 
other countries (the USSR, GDR, Poland, FRG). For example, of the 14 comparable 
indicators, the USSR norms are stricter in 7 cases and about the same as ours 

in 4 cases. 


Since any changes in the actual status are very costly economically and 
demanding from a technological standpoint, the CSR Government in 1978 at the 
request of ministries and kraj national committes granted a temporary agreement 
with release of wastewater not in accordance with the provisions of the water 
law in more than 2,000 cases. This made it possible for the polluters, as far 
as they were capable, to take various technical and operational actions in 
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production, construction of water treatment plants,etc., to limit the negative 
effects of their actions on water quality. 


Gradually it became evident that by far not all of them were taking an active 
approach to the problem. They began to prepare new requests for releasing 
wastewater not in accordance with the established indicators for acceptable 
levels. In the years 1980 and 1981, the CSR Government gradually approved 
about another 100 cases. But in 1983, when it had to decide on over 1,100 
requests (mainly for extension of the time limits for deviations granted in 
1978), in accordance with the water law and the regulations of the Council 
on the Environment of the CSR Government, it categorically rejected the re- 
quests. This clearly proved that the reason for the water law being violated 
is not the strictness of the indicators, but mainly inadequate care in the 
organizations. 


From Proposals to Action? 


At this time, it appears that the Seventh 5-Year Plan could be the beginning 
of another favorable turnaround in the development of clean water. This is 
also supported by data on the release of pollutants over the past 3 years. 
While 1980 marked the absolutely highest levels we have attained in the BSK5 
indicator (biological consumption of oxygen in 5 days), in 1983 there was a 
16-percent drop. 


The effect of completing some important actions has spread in a positive way. 
These are mainly the rebuilding of the city treatment plants in Prague and Brno, 
the new washing section in the Vetrni South Bohemia Paper Plant, and termination 
of operations by the Vratimov Cellulose Plant. Completion of the first stage 
treatment plant at the East Bohemia Chemical Plants Synthezia and measures taken 
at the fuel combines at Vresova and Uzin, in Spolana Neratovice, Steti North 
Bohemia Paper Works and the Zaluzi Chemical Plants have led to favorable develop- 
ments in other pollution indicators as well. 


The current dispersal of water quality protection installations would not, 
however, support the favorable developments just beginning. Therefore, another 
period of active measures was approved, mainly in the investment area. CSR 
Government Decree No 282/1983 expressed agreement to build six treatment plants. 
At the same time, it laid the groundwork for building a treatment plant in 1985 
as part of the ecological program connected with the development of the Zaluzi 
Chemical Plants. It also reckons on beginning construction of a treatment plant 
at Bizuterie in Jablonec and Nisou. Next year work is also supposed to start on 
the most important action to protect water quality contained in the Seventh 
5-Year Plan, the one in Cesky Krumlov. 


For the Eighth 5-Year Plan and later, a proposed program has been worked up for 
the construction of wastewater treatment plants in the CSR, the completion of 
which should make all of this activity much more effective. The preconditions 
for continuing the favorable trend are being created. It will thus depend 
solely on all of the concerned organs and organizations as to how they carry 
out the planned actions. 
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Waste 


The considerably extensive development of industry also shows up in this area 
mainly in a growth in waste production. More attention is constantly being 
paid to this problem in the investment field as well. In the years 1981 to 
1983, there were 26 major construction projects begun in this area. On the 
average, this has amounted to 23 percent of the overall budgetary expenditures 
for environmental protection construction. In comparison with the Sixth 5- 
Year Plan, this represents an increase of 70 percent. 


Progress Is Noticable 


The majority of the actions are for getting rid of industrial waste from the 
ministries of fuel and energy and industry (of the 26 construction projects, 

16 are dispersal sites for fly-ash). This concerns, for example, expansion and 
construction of disposal sites for electric power plants (in the North Bohemian 
brown coal basin, at Tisova and at Opatovice), fly-ash dispersal sites (the 
Karlovy Vary Heating Plant, the Vojkovice dump for Kralupy Rubber Products, a 
sludge field for Sepap Steti, the ash dispersal site for the Pardubice East 
Bohemia Chemical Plants, the dump at Spolana Neratovice), etc. 


Investments for equipment to utilize wastes are increasing significantly; for 
example, the installation of additional crushing belts at the Pribram Metalworks 
makes more intensive use of lead planting wastes and a boiler to utilize wood 
waste is being built. Farmers are making more use of wood bark from the forests 
for compost heaps (for example, this year the Steti Agricultural Cooperative 
Enterprise started construction of a field fertilizer site with compost heaps). 


Solid community waste up until now has mainly been dumped. Despite a number of 
problems, the number of centralized dumps set up is increasing, most of them 
built by national committees. This year construction is starting on a waste 
combustion plant in Brno as a major project in the state plan. There are still 
some continuing complications with the rational utilization of sludge from 
wastewater treatment plants, oil spills, and to some degree with extracting 
raw materials. But in the utilization and removal of waste, progress is 
noticable. 


* * + 


In accordance with the decree of the CSR Government, priority was given to 
resolving problems in the most densely occupied industrial areas. Of the overall 
budgetary expenditures for construction begun to protect the environment, roughly 
two-thirds were spent on the industrial complexes. The greatest volume of re- 
sources were used in the most heavily endangered areas, which are the North 
Moravia and North Bohemia krajs, and the least in the South Bohemian Kraj, which 
has the best environmental conditions in the CSR. The situation with Prague is 
surprising to some degree. Probably the most serious current problem with the 
capital is the bad air quality, mainly in the center, caused mostly by traffic 
and local sources of pollution. This situation is also gradually being resolved 
by investment actions, but the actions do not have the typical character of 
ecological construction projects. 
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Despite the complexity of the economic relationships, positive elements pre- 
dominate in measures for environmental protection in the CSR. Considerable 
investment resources are devoted to this purpose and they are constantly in- 
creasing. But there are still untapped reserves. Currently this is mainly 

a matter of making the most effective and economic use of resources to resolve 
key problems from the standpoint of the society as a whole and actually doing 
away with the most serious sources of pollution. 


Actions of a non-investment nature are also an integral part of the overall 
complex of measures. Their extent and importance are constantly growing, 
since it has been shown that in many cases they have greater effect than in- 
vestment actions. Increasingly demanding activities by the control organs, 
together with the application of available sanctions, have resulted, despite 
certain shortcomings, in a further improvement in technological discipline, 
adherence to rules and respect for the interests of society as a whole. This 
is creating conditions which will lead to a continuous positive development in 
the main environmental elements in the CSR. 


Investment actions planned to begin in the last year of this 5-year plan also 
contribute to the achievement of this goal. The installation of solid emission 
separators will continue at selected enterprises of the Czech Energy Plants. 
The Federal Ministry of Metallurgy and Heavy Machinery will begin an extensive 
renovation of separator equipment, including the boiler assemblies in the New 
Klement Gottwald Metallurgical Works in Ostrava. 


The water protection sector includes construction of the most important action 
of this type in the Seventh 5-Year Plan, which is the wastewater treatment plant 
in Cesky Krumlov. The USR Government also agreed with plans for six wastewater 
treatment p!ants to be started in 1985. 


As for the utilization or disposal of waste, among the most important actions 
planned is the construction of a recycling plant in the Ostrava area, which 
will make it possible to use waste sludge at TONASO Nestemice. 


The results achieved ig the first 3 years of the Seventh 5-Year Plan and 

actions planned for “he years 1984 and 1985 are a guarantee that the goals 

in the investment portion of environmental protection will not only be fulfilled, 
but even exceeded to a considerable degree. But it will still depend on al! of 
the concerned organs and organizations whether this favorable trend will be of a 
lasting nature and whether our society will continue to develop harmoniously in 
achievire ecological balance. 
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CZECHOSLOVAKIA 


GUIDELINES FOR EIGHTH 5-YEAR PLAN PREPARATIONS VIEWED 
Prague HOSPODARSKE WOVINY in Czech 19 Oct 8& p 1 


(Lead article by Vladimir Horalek (Federal Planning Commission) and Jaromir 
Matejka (Secretariat of the Government Committee on the Questions of the Na- 


tional Economy's Planned Management System): "Management for the Eighth Five- 
Year Plan*) 


{Text] In September of this year, the federal government approved the Princi- 
pal Directions of Developing Further the Set of Measures for Improving the 
Planned Management System of the National Economy. This document is a part of 
the systematic efforts by the party, state and trade-union organs and organiza- 
tions to fulfill the tasks of the national economy's intensification, as the 
16th CPCZ Congress outlined thes. Perfection of the planned management systen, 
and of immediate managing and organizing work, must contribute significantly 
toward the realization of these tasks. The Principal Directions are a further 
step in the process of qualitative changes in the planned management system, a 
process that began with the Set of Measures. Practical implementation of the 
Principal Directions is to start basically with the beginning of the Eighth 
Five-Year Plan, but some measures are being tested experimentally already in 
the present period. They gust influence favorably already the work on draft- 
ing the 1986-1990 plan. 


Primarily the results of systematically analyzing the realization of the Set of 
Measures' principles and their impact on our economy's development are the 
starting point of the changes stemming from the Principal Directions. 


Experience proves that with the Set of Measures we have adopted principles 
that meet the requirement of increasing the economy's efficiency. Its imple 
mentation within the society-organizing and -managing work of the CPCZ and 
state is the basis of the gradual changes in the people's approach to solving 
the tasks of efficiency and quality, and it is helping to reduce at a faster 
rate the energy and material intensity, etc. A result of all this is the 
favorable trend of the economy's growth rate since 1983. 


For planning as the entire economic mechanism's decisive link, the Set of Mea- 
sures has emphasized primarily the requirement of broadening its horizon and 
improving its internal consistency. As the basic form of planning it has de 
Signated the five-year plan that is based on the long-range concept of socio- 
economic development. These requirements are being met gradually under the 
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7th Five-Year Plan. The profound changes that occurred in the external econon- 
ic conditions at the turn of the decade--particularly the need to limit the in- 
puts of basic fuels, energy and raw materiais, and the worsening situation in 
the nonsocialist mgarkets--compelled us to reassess the assumptions on which the 
7th Five-Year Plan had been based originally. Conseque@mtly, the five-year 
plan's fuller assertion as the basis of annual planning began only with the 
drafting of the 1983 plan. 


This experience, of course, simultaneously indicates that the systes of plan- 


ning gust be perfected also from the viewpoint of its adaptabiiity to changing 
domestic and external conditions. 


The requirement that the plan gust be internally more cons.stent is being met 
likewise gradually. Some improvement has been achieved, tor example, in re 
storing external economic equilibrium, in reducing the volume of capital con- 
struction in progress, in eusuring the supply of key investment projects by 
means of budgets in physical terms, and in balancing the sganpower demand and 
supply. Shortcomings persist especially in the internal consistency between 
the physical and value aspects of all parts of the plan that express the over- 
all proportions, effects and contributions of the individual intensification 
factors and are also the basis for the application of most economic incen- 
tives. 


The Set of Measures has instituted a fundamental change in the plan's content 
as far as the indicators are concerned on which the economic incentives are 
based. In controlling the development of wage resources, we have changed over 
to an indicator of the net output type, to adjusted value added, for the basic 
wage component; and for the incentive wage component, to the indicator of the 
production assets’ profitability. This changeover, together with the stricter 
standards and regulations governing the consumption of fuels, electricity and 
metals, has contributed especially toward the favorable development of produc- 
tion's material intensity. This material intensity is declining faster than 
under previous five-year plans, and at a faster rate than what the 7th Five- 
Year Plan calls for (in comparison with 0.5 percent under the 6th Five-Year 
Plan, material costs have dropped on average by 1.4% percent in 1981-1983). 


These facts demonstrate that the system of regulating the development of wage 
resources has proven suitable in principle, especially as far as the applica- 
tion of adjusted value added is concerned, in spite of the fact that this sys- 
tem has functioned under conditions not very demanding, which undermined its 
effectiveness. However, we have also learned that the indicators used in this 
system do not reflect as yet with sufficient reliability the aspects of the 
individual organizations’ contributions toward the generation of national in- 
come, and that the system itself is extremely complicated. The problems lie 
in the inadequate impact of technological development and foreign-trade results 
on the development of wages, in the possibility of accumulating surplus inven- 
tories, in the wide range of so-called addable and deductible items, in the 
conditions of caloulating wage proposals, etc. 


The Set of Measures has introduced the category of fixed-limit investments fi- 
nanced from the development fund that is formed as a standard percentage of 
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the profit and depreciation. These provisions have proved expedient. Khozras- 
chet interest in the formation and expenditure of investment resources has in- 
tensified, overfulfillment of the plan in this category of investments has de 
clined, and the orientation on reconstruction and gsodernization has increased. 
From the viewpoint of the overall replacement of fixed assets, however, the 
serious shortcomings persist in the level of the fixed assets’ utilization and 
in shedding surplus fixed assets. 


The purposeful updating of wholesale prices in accordance with the development 
of the procurement costs of fuels, energy and raw materials, the further 
streamlining of the methods of pricing new products, and the greater active 
role of prices in supporting the objectives and targets of the national eco- 
nomic plans have proven suitable. Attention in the coming period will have to 
focus on ob jectivizing the wholesale prices in the area of outputs (primarily 
in manufacturing), and on making more demanding the solution of the price 
changes’ impact on the rise of efficiency. The differentiation of the profit- 
ability included in the prices and of the production costs is unwarranted in 
comparison with the foreign criteria and does not support innovation activity. 
Price limits are not being utilized adequately as criteria of future produc- 
tion's efficiency. 


The achieved results further confirm the need to approach the intensification 
of khozraschet more consistentiy, especially the dependence of the economic 
production units and enterprises’ requirements on the actual formation of their 
resources in the area of wages, investments, technological development and for- 
eign economic relations. In conjunction with this, the tightening of the con- 
ditions gust continue under which organizations have access to credit and for- 


eign exchange. 


The operations of production organizations still remain isolated to a consider- 
able extent from their foreign-trade results, and the criteria of the domestic 
economy or of the less demanding foreign markets still are predominant in the 
mechanism of these organizations’ economic stimulation. A result of this is 
also the system's low efficiency in increasing the extent of the economy's par- 
ticipation in the integration processes within CEM. 


Realization of the Set of Measures to date has not yet produced the necessary 
change in mobilizing and utilizing the decisive factors of the economy's inten- 
sification, which include first of all the faster practical applicat.ion of R&D 
results. The system as a whole does not yet promote innovation adequately. in 
this respect the results of partial measures cannot assert comprehensively the 
role of R&D in the national economy's intensification. 


In sum it can be said that the implementation of the Set of Measures has had « 
favorable effect on the national economy's overall development. On the other 
hand, it gust be established that a change has not ocoured in the comprehensive 
utilization of the decisive factors of the economy's intensification. This is 
evident particularly in the unsatisfactory rate of the R&D results’ practical 
application, in the low level of the external economic relations’ efficiency, 
in the inadequate invest@ent activity, and in the problems that persist in sup- 
plying users and consumers flexibly. 
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Further steps to perfect the national economy's planned sanagement system must 
respond to the information gained from analyses of the effectiveness of the Set 
of Measures, to the conclusions and tasks of tre series of CPCZ Central Commit- 
tee sessions on economic problems, and to the resolutions of the CEMA coun- 
tries’ summit conference. Therefore the essence of the changes that the Prin- 
cipal Directions are instituting is to set, comprehensively and for every level 
of managevent, more demanding economic conditions that will accelerate the pro- 
cess of the national economy's intensification. 


These more demanding economic conditions gust be established with every part 
of the management system: particularly by asserting more consistently the cri- 
teria of economic efficiency and equilibrium in the processes of optimization 
Guring planning; by assigning a more active role to value categories in the 
pirnning process; by reinforcing the long-term accountability, authority and 
incentives of the khorzraschet organizations; and by building more sensible 
organizational structures in production, research and development, and circu- 
sation. At the same tige, the gore thorough and more systematic measurement 
and comparison of our performances on the basis of the most advanced foreign 
technical and economic criteria gust become a basic work sethod. 


The Principal Directions emphasize that we mist continue to regard as a con- 
tinuous process the planned management system's perfection. Therefore they 
contain also longer-term tasku for the development of sanagement, and in this 
sense they are an open-ended program that gust be carried out jointly by the 
state organs, the enterprise sphere, and--from the long-term viewpoint--espe- 
cially by the work stations for economic research. 


The central managing organs, in cooperation with the economic organizations, 
will have to exert considerable effort in the coming gonths to elaborate the 
Principal Directions with the necessary quantifications, and to ensure their 
consistent implementation as of 1986, in the form of modifications of the per- 
tinent statutory regulations. 
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CZECHOSLOVAKIA 


OFFICIALS ADDRESS 11TH CPCZ PLENUM 
Central Committee Candidate Jonas 
Prague RUDE PRAVO in Czech 8 Oct 84 p 5 


[Excerpts] In accordance with its mission and goals approved at the Ninth All- 
State Congress of Unified Agricultural Cooperatives, the Federal Union of 
Cooperative Farmers insures primarily the political and ideological education 
of cooperative farmers in explaining the agricultural policy of the party and 
mobilizing them toward fulfillment of the tasks of the 16th CPCZ Congress and 
the Seventh 5-Year Plan. The results of this work are reflected in the growing 
activism and initiative among members of the unified agricultural cooperatives 
[JZD], which the union organizes, in cooperation with agricultural management 
organs, especially the district agricultural administrations. In the past 

5 years, there has been an increase in cooperative farmers’ participation in 
various initiative campaigns from 67 to 77 percent. 


Early this year, the annual membership meetings adopted socialist pledges for 
surpassing the plans of gross and market agricultural production, as well as 
other pledges, amounting to a total value of almost 1 billion korunas. Accord- 
ing to statistical surveys for the first half of the year, these pledges are 
being met and exceeded. Unfortunately, in some cases they proceed in socially 
undesirable directions. Currently, there are in the JZD's almost 14,000 active 
brigades of socialist labor with 185,000 members, which represents 29 percent 
of all full-time JZD workers. There has been considerable success in orienting 
this work toward the resolution of fundamental production and technical prob- 
lems, and toward the practical application of scientific and technological 
advances. There are now 1,055 complex rationalization brigades in the JZD's, 
and constant progress has also been achieved in the inventors’ and innovators’ 
movement. 


The labor initiative of cooperative farmers is strongly oriented toward the 
important tasks of the plan and the elimination of problem areas in production 
and the economy. In the spirit of the Decree of the Central Committee, Nation- 
al Front and the CSSR Government on the 40th Anniversary of the Culmination of 
the Czechoslovak Peoples’ Liberation Struggle and the Liberation of Czechoslo- 
vakia by the Soviet Army, the unified agricultural cooperatives adopted before 
the 19th JZD Congress socialist pledges at a value of 300 million korunas, 

More pledges were adopted in the course of district conferences, 
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Despite the successes in the meeting of these pledges, much remains yet to be 
done with respect to labor initiative. There are differences in the level of 
socialist competition between cooperatives and districts. Managers of some 
cooperatives address labor initiative in a formalist way and are incapable of 
applying it as an instrument of higher production effectiveness, economizing, 
reducing production costs, and achieving more savings in materials, energy 
and fuels. Given these facts, organs of the Cooperative Farmers Union must 
give more thought to the forms and methods of their work in this area and make 
sure that equal attention is given not only to the adoption of pledges but 
also to their assessment and popularization of good results. 


Following the Fourth CPCZ Central Committee Plenum, the union actively partici- 
pated in the application of the improved system of management in cooperatives 
and districts, notably in the implementation of progressive forms of compensa- 
tion and a correct wage policy. We must admit that last year we were not en- 
tirely successful in this area. After the present llth CPCZ Central Committee 
Plenum, the importance of these tasks will become even more pressing. In order 
to make sure that we fulfill its resolutions and the decisions of the 10th 
All-State JZD Congress, we will initiate a post-congress campaign as extensive 
as the one during precongress meetings. 


The union devoted careful attention to the application of intracooperative demo- 
cracy and greater participation of the working people in the management of their 
cooperatives. This effort is supported by the newly-established subcommittees 
and union sectors through which the Union of Cooperative Farmers applies the 
long-term experiences of the Revolutionary Trade Union Movement and its basic 
organizations in industrial enterprises. We should note that much still 

remains to be accomplished in the work of these subcommittees and sectoral 
organizations. 


The Cooperative Farmers Union will be dealing daily with the problems of 
internal democracy and proper relations with people. It will submit proposals 
to the 10th Congress on how to approach this matter in the future. It will 
strive to encourage its district committees to become more active in resolving 
problems and intensifying their work with individual cooperatives. 


An important task of the union is its participation in the realization of 
social programs in the JZD's. Today's deliberations may note that here too 
we have since the Ninth JZD Congress achieved some good results. In the cur- 
rent stage in our socialist agriculture, there has been and continues to be 
improvement of living and working conditions, as well as better social and 
economic security for the cooperative farmers. We are especially aware of 
this at a time when we are recalling the period of 35 years ago. Allow me to 
cite a few examples. More than 40 percent of full-time JZD workers undergo 
preventive physical examinations every year. Each year, 34,000 JZD workers 

go to various spas in a selective process involving 118,000 JZD members, their 
families, and agricultural apprentices. Half of all JZD members and employees 
eat in enterprise cafeterias. Preschool care installations, jointly owned by 
the cooperatives, service 55,000 children of cooperative farmers. 
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The union devoted great attention to older members and retirees and encourages 
the cooperatives to take good care of them, since in many cases they were found- 
ing members and it is in great measure thanks to them that the cooperatives have 
prospered economically and politically. It has now become a custom that most 
cooperatives annually award supplementary payments to retirees whose pensions 
are low. 


In the spirit of the party's foreign policy, the Cooperative Farmers Union has 
throughout its existence established cooperation with almost 30 similar organi- 
zations in socialist, developing and capitalist countries. In its foreign con- 
tacts, the union propagates the results achieved by the socialist agricultural 
mass production in Czechoslovakia, and the high living standard of cooperative 
farmers. 


Agriculture Minister Toman 
Prague RUDE PRAVO in Czech 8 Oct 84 p 5 


[Excerpt] The most significant positive features of our policy are the rela- 
tively balanced food market, intensity growth in plant and animal production, 
better utilization and valuation of raw materials, fertilizers and energy in 
the production process, and the strengthening of the economic stability of 
agricultural enterprises. We are also aware, however, that there are certain 
negative phenomena, In the sphere of corn and rape, for example, there are 
234 enterprises, i.e., almost 3i percent of their total number, in which the 
level of plant production per hectare does not reach the desired average under 
local production conditions. There are still some important sectors where we 
have been stagnating in the development of intensity. This concerns primarily 
root crops. 


The question of structure and effectiveness in animal production is becoming 
increasingly serious. We consider it progress that, while the consumption of 
grain fodder per production unit is decreasing, utility is growing. We focus 
on further development in animal production primarily through higher intensity. 
With this aim, we adjust the numbers of farm animals and consistently encourage 
agricultural enterprises to make sure that further production increments in 
cattle breeding come as much as possible from the use of bulk fodder, making 
better use of grain fodder in pork and fowl breeding. 


The agricultural and food complex is now entering a qualitatively new stage. 
Further production increases and stabilization of the results require a more 
thoughtful and systematic focus of measures to utilize all opporturities for 
growth, both within the agricultural and food industry and in the supplier 
branches. This was fully confirmed by experiences gained in the elaboration 
of a long-term program of development in agriculture and other branches which 
provide food for the people. These experiences show that further progress in 
the agricultural and food complex must be based on intensification and broader 
application of scientific and technological advances, on higher effectiveness 
in management, as well as the establishment of necessary prerequisites through 
systemic measures in targeted management. Under conditions of reduced material 
input, labor force and agricultural acreage, future growth in the production of 
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foodstuffs can only be guaranteed by consistent application of scientific and 
technological advances. This is the key problem in the successful transition 
of our agriculture and food industry to an intensive type of development, it 
is the decisive factor in fulfilling our strategic goal of entering on the 
road of self-sufficiency. We have in this respect a relatively broad research 
potential. The need will be for better coordination in this field, purposeful 
direction, more concentration on essential problems and better application of 
experiences in the other fraternal countries and inthe rest of the world. In 
this area, the branch management organs still owe us a great deal. 


We intend to use the plan, the entire system of economic conditions, increased 
participation of the services, to bring technological advances closer to the 
enterprises and place them in a situation where it becomes essential and inevit- 
able to apply technology in practice. An important step in this direction is 
the introduction of a unified developmental plan of science and technology in 
the agricultural industry complex, which includes division of labor in basic 
and applied research and production. Experiences to date confirm that con- 
crete and rapid application of scientific and technological findings enables us 
to achieve relatively great results in raising the quality and quantity of 
agricultural production. The application, for example, of the scientific sys- 
tem of plant protection helps move toward stabilization of harvests and, at 

the same time, toward more effective protection of the environment. The same 
applies to scientific management of animal feeding, gainful technological pro- 
cesses in the food industry, and to the application of the results produced by 
Czechoslovak Academy of Sciences Institute. 


An example of such cooperation bearing economic and ecological effects is the 
testing and introduction into practice of ferromonous preparations for biologi- 
cal protection against parasites, which are the results of cooperation among 

the Institute for Organic and Biochemistry of the Czechoslovak Academy of 
Sciences, its Entomological Institute, the Research Institute for Chemical 
Technology in Bratislava, and Chemika Bratislava, the producer of the ferro- 
monous preparations. There is active participation in this cooperation of 
agricultural enterprises that provide operational testing of these preparations. 


In recent years, there has also been an {mprovement in organizational and man- 
agement work. Nevertheless, there are still shortcomings in this sector and 
much remains to be done. The style and methods of management are changing too 
slowly, thus management lags behind the requirements of the times. In many 
cases, the agricultural administrations cling to detailed directives setting 
forth not only production tasks for each enterprise, but also instructions 
dealing with the structure of sowing operations, animal feeding, and others. 
Consumer organizations also prefer to rely on directives in the planned, assign- 
ment breakdown, rather than contributing their own initiative, support and 
assistance in satisfying their basic raw material needs. Consequently, we 
demand that in their work they increasingly apply a targeted programmatic 
approach, organized application of scientific and technological advances, and 
correct selection and training of cadres 


Recent developments in the regulation of animal breeding show that we need to 
react more effectively to the situation, carry out concrete measures, and 
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resolve substantive and organizational problems in food production more 
consistently. 


Special attention must be devoted to state farms. The agricultural adminis- 
trations must recognize that their principal task is to create propitious con- 
ditions for a dynamic and balanced development of production in a given region. 
Herein lies the substance of their managerial role. 


We place heavy emphasis on systemic measures designed to strengthen the stabil- 
ity of food production which relies on local resources. The most important 
prerequisite for this is the creation of reserves in raw materials and fodder, 
semifinished and finished products, not only at the central level but also in 
the enterprise sphere. This is not merely a question of creating room for the 
formation of reserves in the sphere of planning, funding, etc., but primarily 
of fundamental changes in the attitudes of enterprises toward such formation. 
Even this year, we are trying to make use of an exceptionally good grain 
harvest and a fair one in bulk fodder toward the formation of these reserves. 
It is only in this manner that the future targeted development of animal pro- 
duction can proceed without the risks brought about by harvest fluctuations, 
harmful not only to society but also to individual agricultural enterprises. 


We believe that one of the fundamental conditions for achieving our goals is 
more independence for the enterprises in the choice of methods and approaches 
to the realization of the national economic plan. This, of course, also means 
their higher material, moral, and political accountability for the results chey 
achieve. The most important criterion in the assessment of these enterprises, 
their work collectives and management must, therefore, be the manner in which 
they satisfy the needs of society through effective production of desirable 
quality goods. 
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CZECHOSLOVAKIA 





PROBLEMS OF KHOZRASCHET IN AGRICULTURE DISCUSSED 
Prague HOSPODARSKE NOVINY in Slovak 28 Sep 84 p 3 


[Article by Prof Eng Valer Hrmo, CSc, Nitra College of Agriculture: "The 
Obstacles to Internal Enterprise Khozraschet in Agriculture"] 


[Text] The demanding conditions of agricultural production make it essential 
substantially to increase the intensification of the production process, not 
only in terms of the utilization of science and technology and the discovery 
of underutilized material resources, but also in stepping up the work initia- 
tives of individuals. The fulfillment of this task is closely linked to the 
improvement of internal enterprise management and, especially, to the thorough 
implementation of internal enterprise khozraschet. 


The atmosphere is gradually being developed for khozraschet management tech- 
niques, but stereotypes and negative phenomena persist in the implementation 

of internal enterprise khozraschet. Research in selected agricultural enter- 
prises in the SSR indicates that these problems include formalism, an undiffer- 
entiated approach, incompleteness, inappropriate generalization and lack of 
precision. 


Not Motivation, But Imposition 


Formalism stems from the fact that the need to implement and continually refine 
internal enterprise khozraschet has not as yet come from a recognized and con- 
scious conviction on the part of enterprise management, but has rather origi- 
nated as requirements and pressure from supervisory agencies. This has led to 
a situation in which internal enterprise khozraschet has become a concern sole- 
ly of economic division employees. Its regulations have not been mastered nor 
are its mechanisms being utilized by specialists and technicians from the pro- 
duction and service sectors. The basics of khozraschet have also not been 
assimilated by the crew chiefs on engineering assembly lines or by the chiefs 
of facilities and breeding teams in agricultural production, professions which 
may be compared with that of a foreman. 


In view of this, it is not surprising that production line and service employ- 
ees for the most part are not aware that they are working in a khozraschet 
environment. They are not fully aware of their tasks, their performance is in 
line with neither the plan nor norms, and the conditions for economic incen- 
tives have been established for them only orientationally. They become 
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convinced that they are actually working under khozraschet when they are paid 
bonuses for managerial efficiency, production achievements, or their shares of 
economic performance, when the true motivational impact of merit bonuses has 
already been felt. 


Internal enterprise khozraschet, however, can fulfill its function only when, 
for instance, a tractor operator is aware of his tasks, the related standards 
of fuel consumption, tractor and implement depreciation, his own role in the 
upcoming harvest, and his right to merit bonuses while he is performing his 
job. 


Formalism in internal enterprise khozraschet also stems from the so-called cal- 
culational approach, when khozraschet divisions do not consist of real work 
collectives, but of calculational entities which as a rule encompass entire 
sectora] divisions composed of multiple work sites and therefore also of collec- 
tives with differing working conditions and levels of effort but, because of 
the use of the calculational principle, with equal percentage shares of bonuses. 


The Undifferentiated Application of Khozraschet Techniques 


In the smaller agricultural enterprises typical of the 1960's and the early 
1970's there were balanced economic conditions as well as smaller and for the 
most part more stable work collectives, in part because of the organization 

and equipment used in their work. The establishment of large agricultural 
enterprises resulted in the merger of differing production and labor condi- 
tions, at the same time that the uneven pace of industrialization in some sec- 
tors resulted in the implementation of differing forms of work organization. 
The number of work sites increased, as did the size and numbers of work collec- 
tives, thus requiring differentiated approaches to the preparation, management 
control, and valuation of the production and labor process, recognition of the 
contributions and punishments for poor performance by employees. Considera- 
tion also had to be given to soil conditions, the availability of capital 
equipment, and labor, the structure of production and utilized technology, the 
differing abilities and qualificational maturity of the workers. On the basis 
of this information, norms and budgets must be assigned, along with plan tar- 
gets, internal enterprise prices and rates, analytical techniques and control 
activities and, in the final analysis, a system of internal enterprise economic 
incentives. 


Khozraschet Is Not a Model 


The actual form of khozraschet management must result from an analysis of the 
conditions of a specific enterprise. The organization of internal enterprise 
khozraschet is not mechanical, and cannot be approached as one does a prefabri- 
cated structure. It is an unforgiveable mistake of political-organizational 
work to force the so-called exemplary khozraschet model on a given enterprise. 
Generally speaking, all agricultural enterprises fulfill analagous or roughly 
equivalent tasks, but under differing natural and socio-organizational condi- 
tions. For this reason, a khozraschet system of internal enterprise manage- 
ment may be defined as a unique system of managerial mechanisms which respect 
the basic principles of khozraschet while providing for the following internal 
enterprise operations: 





--the planned management of the activities of every work collective; 


--the assurance of equal material-technical and personnel conditions for the 
fulfillment of all tasks by every organizational unit; 


--the development of material incentives for every collective and individual 
for the fulfillment of objectives; 


--the consistent control of plan fulfillment and related management performance, 
the adoption of effective measures for adjustments and the utilization of posi- 
tive examples. 


No organizational unit should be able to avoid a khozraschet operating system. 
This is an important condition of the integration of natural ties, mutual con- 
trol, competitiveness and trust among work collectives of the various sectors 
of enterprise production and administration. An attitude which does not extend 
the principles of khozraschet to all divisions of an enterprise is also improp- 
er. Standards can be set up for administrative and management costs, thereby 
providing incentives to use these resources wisely and to fulfill the tasks of 
these entities. Not only regulations, but moreover a concrete example of the 
active application of khozraschet techniques for the production and service 
sectors must come from this sphere of enterprise activity. 


An undifferentiated approach is also evident in the distribution of the vari- 
able components of bonuses, particularly shares of achieved economic perfor- 
mance. Such shares, in the general khozraschet sense, relate to the economic 
performance of an entire enterprise and to the activities of the appropriate 
khozraschet division. The interrelationship of enterprise and subdivision 
shares depends on the specific conditions of a given enterprise. The practice 
whereby shares are allocated only based on overall enterprise performance is 
also improper. Yet this was the case in 90 percent of the enterprises in the 
SSK that were applying khozraschet in 1983. Profit-sharing represents the 
culmination of internal enterprise khozraschet. When in a given khozraschet 
division it is automatically vested for overall enterj.:ise performance, this 
means as a result of overall enterprise khozraschet. ihis is one of the rea- 
sons why the growth rate of the economic performance of those unified agricul- 
tural cooperatives [JZD] that approach khozraschet in an undifferentiated man- 
ner is lackluster in comparison with enterprises without a khozraschet system 
in place. On the other hand, JZD's with differentiated khozraschet, including 
a proportional (minimum 50 percent) representation of profit-sharing in divi- 
sional results, have achieved high annual increases in gross and net production, 
performance and profits. 


The khozraschet character of bonuses, of course, extends not only to interdivi- 
sional comparisons, but also to the members of a given work collective. At 

this level there exists a large degree of leveling. Such egalitarianism in 
compensation should be considered an alien, disruptive element for the economies 
of socialist agricultural enterprises and a demoralizing factor on people. 
Particularly in the case of foremen, efforts should be made so that the variable 
element in compensation can be awarded not only based on basic compensation, but 
also on the basis of the actual merit of every member of a work collective. 








Senior employees at the productionend are afraidof getting involved in conflicts 
which can arise from the reaction of penalized workers to differentiated bonuses 
and shares in economic performance. These fears are groundless. Acutally, 
differentiating bonuses according to merit does not weaken a collective, but 
puts it on a qualitatively higher footing, because it allows its more mature 
members an increased role, instead of their being paralyzed by an atmosphere 

of low expectations and commitment to equal compensation. 


A Complex of Measures 


An example of the simplistic approach to the implementation of internal enter- 
prise khozraschet is the excessive attention given to certain of its mechanisms 
while others are neglected. In numerous agricultural enterprises neglected 
measures include khozraschet techniques for service operation management, 
which is becoming increasingly important in increasing the efficiency of agri- 
cultural production now that agriculture is becoming increasingly industrial-- 
ized. Internal enterprise khozraschet is multidimensional, with links to the 
entire system of internal enterprise management. It cannot be evaluated and 
developed in isolation, but only in conjunction with the organizational struc- 
ture of an enterprise, specific forms of work organization, standardization and 
technical preparations for production, operational planning, accounting, com- 
pensation, worker participation in management, mass political and direct organ- 
izational and administrative work by senior managers throughout the vertical 
and horizontal organizational structures of an enterprise. Khozraschet does 
not replace the individual components of the internal enterprise management 
system, but strengthens them and links them together in a more cohesive system. 


Preconceptions that the introduction of internal enterprise khozraschet and, 
in particular, of brigade forms of work organization and compensation would 
automatically resolve all our problems are inaccurate. All of the foregoing 
are in fact interrelated. Brigade forms of work organization and compensation 
are characteristic of the evolution of internal enterprise khozraschet and 
therefore also of internal enterprise management, but are in no way a substi- 
tute for them. When the role of khozraschet principles and mechanisms are not 
comprehended in this way, the result is a weakening in the effectiveness of 
senior line managers, those who rely on “automatically functioning khozraschet 
mechanisms." A measure of self-regulation by work collectives, supported by 
economic and moral incentives for the fulfillment of planned objectives and 
self-managed decisionmaking within the context of delegated authority, does 
not exhaust, but ratper increases the demands on direct organizational and 
managerial work. 


Methods, Standards 


In terms of khozraschet methods, techniques for weighing, measuring, laboratory 
experiments and analysis, which form the basis of an objective identification 
of the role of work collectives and individuals in the achieved level of mana- 
gerial efficiency, quality and production effectiveness, have been poorly 

deve loped. 
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Nor have practical economic standards and norms, prices and rates for internal 
enterprise performance been adequatley developed. These are all important re- 
sources for the khozraschet management of production, and make it possible to 
replace intuition and empiricism with the proven results of science and tech- 
nology, progressive techniques and scientific work organization. The lack of 
readiness of internal enterprise management to work within the constraints 
imposed by norms is often justified by the assertion that under the conditions 
of a lack of the full material assurance of production, management by stan- 
dards is either seriously restricted or impossible altogether. However, every 
applicable norms and standard must be based on specific conditions, which in- 
clude the degree to which the materials are available to meet targets. It is 
rightly expected from internal enterprise khozraschet that, even when the re- 
sources for economic growth are limited, it will improve its controlling and 
analytical function, objectivize the evaluation of the sophistication of the 
production process, uncover weak points and underutilized production capacity, 
develop a strategy for their further development, and stimulate their utiliza- 
tion. 


This presumes that the functional authority of standard-setters will be in- 
creased. At present they are actively involved only in the development and 
refinement of production standards. They fulfill a similar role in the set- 
ting of standards for material-technical components of the production process. 
Only 23 percent of the standard setters in JZD's have a college education. 
Their place is not in offices, but directly at production and service work 
sites, wherever there is a demonstrated need and subjective possibility for a 
qualitative increase in the planning and management of material resource man- 
agement and work force fluctuations. 


The precise evaluation of delivered output, which is the basis for assigning 
merit and for the comparison of internal enterprise supplier-consumer rela- 
tions, is directly dependent on objective measurement, weighing, analysis and 
standard-setting. The nationally established prices and rates have only 
orientational authority, but are used by 90 percent of those enterprises which 
have implemented khozraschet. The experiences of leading agricultural enter- 
prises confirm that the most objective base for internal enterprise prices and 
rates are planned production costs with a profit margin added on, which are 
compared to the rates of industrial enterprises and agricultural! service or- 
ganizations in internal enterprise technical services. Of equal importance 

is the minimally two-level differentiation of internal prices and rates 
according to qualitative criteria. Given current practice, particular atten- 
tion should be paid to a differentiated evaluation of the quality of service 
work, including equipment and transportation repairs and the repair of mechan- 
ized field equipment, which is the area where there has been the greatest 
imprecision to date. 


Okres managerial elements take greater notice of the “demonstrated" number of 
enterprises that are implementing khozraschet as a full-blooded khozraschet. 
With this in mind, we would like to emphasize the conclusion to an article 
written by Comrade Frantisek Pitr, CPCZ Central Committee secretary, in 


HOSPODARSKE NOVINY No 3/1984, which points to incompetence, and often also 

lack of effort, desire and courage on the part of managerial clements to trans- 
form the principles of the planned management system to conform to enterprise 
conditions and those of its internal division. 

9276 


CSO: 2400/10 


45 








CZECHOSLOVAKIA 


USE OF MONETARY VALUE FACTORS TO IMPROVE PLANNING 
Prague PLANOVANE HOSPODARSTVI in Czech No 8, 1984 p 18-28 


[Article by Dr Frantisek Vencovsky, State Planning Commission: “The Use of 
Monetary Value Factors in Efforts To Improve Planning" ]} 


[Excerpts] The CSSR Government resolution of December of last year concerning 
measures to increase the quality of work and the role of the State Planning 
Commission as well as its documentary report recommend that the fundamental 
focus of efforts to improve planning be on the complete subordination of the 
planning process to efficiency criteria. To this end, “currency, price and 
wage calculations” are to be used “more than before" so that “at least in 
terms of these indicators optimal resolutions will be proposed.” 


This is a major change in the approach to planning, in the sense that indicators 
that previously were considered secondary or peripheral are now being given top 
priority. This was true to some extent because the nature of an active role 
for financial and monetary relations in the planning and management of the 
production process, and especially the utilization of financial and monetary 
criteria, has remained to a large extent a subject of theoretical clarification 
and discussions. Current reality is such, however, that monetary value relation- 
ships are gaining in importance, particularly in connection with the accelera- 
tion of the shift of the economy to an intensive mode and in conjunction with 
external economic conditions. Monetary aggregates have been among the most 
dynamic entities of recent years, and their influence is being felt in all areas 
of production and consumption. It is sufficient to note that over the past 10 
years: 


--savings deposits have increased at an average pace of 6.9 percent, and have 
reached Kes 191.9 billion; 


-~bank credit granted to economic organizations has increased annually by an 
average of 7 percent and amounts to Kes 462.8 billion; 


--the size of the state budget (including national committees) has increased 
annually by an average of 3.4 percent, and amounted to Kes 314.2 billion in 


1982. 
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If, then, the process of improving planned management is to be both comprehensive 
and effective, one of its most important tasks is to clarify the role of monetary 
value categories in the intensification process, their relation to efficiency 
criteria and also their scope. 


Emphasizing the need to intensify the production process of our economy is in 
no sense a new strategy. It is unavoidable for every socialist economy because 
it is a comprehensive precondition for an increase in the social productivity of 
labor, whichis critical at all stages of the building and development of a soc- 
ialist economy. 


The problems associated with economic intensification under current economic 
conditions, however, are so complex that at the l6th CPCZ Congress and again 
at the 8th CPCZ Central Committee Plenum it was stated that we have not yet 
been able to fully implement a shift in the direction of an intensive mode of 
economic development. 


Despite this basic and objectively essential orientation of economic policy, 
the discussion has not yet been completed among theoreticians in the area of 
basic and applied economic research regarding the definition of intensification 
and its criteria, not only in our country, but in the other socialist countries 
as well. Perhaps one can accept a view that expresses economic intensification 
most fully: it is when labor productivity rises more rapidly than employment, 
the efficiency of capital assets more rapidly than their volume, and when the 
power and raw materials intensiveness of production declines more rapidly than 
the increase in total consumed power and raw materials. 


A long-range strategy for an economic policy formulated in this way requires 
specific criteria of intensification both for the formation of a state plan for 
economic and social development and for its implementation and the evaluation 
of performance. 


At this point we are falling short primarily only in material/physical areas. 
The indubitable requirement of increased economic efficiency 1]~°‘ ally forces 
certain changes to be made in the realtionships of the utiliz »ries, 
namely in the direction of increased use of value categories s.... s evident 
in price and money relationships. This is primarily a matter of a »alanced 
consideration of two fundamental views of the production process: the material 
view, which monitors the process of the formation, distribution and consumption 
of use values, i.e., the use value process, and the value process, which 
monitors the movement of public value. The social product is at once an ag- 
gregate, or multiple use value, i.e., the social product “in natura” (Marx: 

"The total annual product is, then, the result of the useful work performed 
throughout the year"--"Das Kapital” II, 1979, p 366), and an accumulated value-- 
the product viewed through the social costs of Labor and expressed in prices, 

in money (Marx: “The annual product is an accumulated value, transferred and 
newly created"--"Das Kapital” IT1I1I/2, pp 347-365). It is, then, clear that the 
monitoring of both aspects of the production process--the value and the materials 
--requires both criteria, namely the use value criteria and the value criteria. 
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'n capitalist production relations clear priority is accorded to value relations 
-the measurement of the results of the production process in terms of entrepren- 
eurtal interest--which boils down to the following: costs are the inputs, output 
‘is the profit. In socialism, however, priority is also accorded to public, social 
criteria, where individual, enterprise interest is subordinate to the public 
interest. This is consistent with its objective, namely the comprehensive develop- 
ment of society. To implement public interests, whether they are social, de- 
‘ensive, cultural or whatever, including economic, top priority is accorded to 
the formation and movement of use values or, more simply stated, to a material 
process, whether this involves structural investment, structural production 
programs or production for personal consumption, public health, defense, culture, 


a 


rom the viewpoint of centrally planned management, therefore, the final con- 
sideration is use vaiue, a physical/material process. This is not, however, an 
xc)usive consideration, always completely positive and always feasible. The 
mplete absence of value criteria is unthinkable given the central monitoring 

ind planned management of economic and social proportions, relationships and 
processes. Making decisions, for instance, about resource allocation necessitates 
the choice of alternatives, the determination of priorities, in other words, 
omparisone with a view to social costs, to social labor--to value. Value 

ritertia put a mirror to central decisions concerning materials. 


slue criteria are, however, predominant, though not exclusive, for the planned 
management and evaluation of economic activities in the microsphere, i.e., from 
the viewpoint of individual economic entities. Given the recently more complex 
nd more demanding economic conditions, requirements have increased for the 
i\culetion of costs and consequences, more efficient procedures are being 
ought, time management is becoming important, choices are being made among 
‘otions and comparisons made with the world. A value orientation is critical 
or the economic activities of specific facilities. (The importance of this 
rientation remains despite the fact that recently discussions have been revived 
» the issues ofwhether the production process under socialism--in terms of 
value--is only a value-formation process or a value-enhancing one as well. 


this does not mean, however, that use value criteria, or physical/material 
riteria, are not justified at all as a basis for the valuation of specific 
vectors of economic activity and when monitoring the production of use values. 
in a number of instances they are essential and even more accurate, with con- 
vincingly precise,and concrete predictive capability. This is the case, for 
instance, in the bonitoring of the power, fuel, and raw material intensiveness 
f certain processes, etc. These are, however, isolated instances, not ag~- 
gregated, but the? are nevertheless essential and irreplaceable for an eval- 
sation of overall economic activity, and especially for comparing the activities 
f Jifferent facilities. Given the current state of knowledge and historical 
development there exists no aggregated criteria for economic efficiency other 
van the value criteria. 


uring a stage of economic intensification, then, value criteria plays an 
important role in a wide range of planning activities--from national economic 


48 





plans with their macroeconomic criteria to planning that is done in internal 
enterprise divisions. Let us leave aside for now the constantly debated 
problems of the disaggregation, hierarchization, or the harmonizing of 
economic criteria, their decomposition, and the general relationship between 
social and economic criteria. What is important is that without value con- 
siderations, namely monetary value and pricing considerations, planniug would 
lose its comprehensive orientation, at a time when there is generalized pressure 
for greater efficiency. It may be stated that planning, the choice of objec- 
tives and techniques, would be nonrational without value considerations. In 
this regard it must be noted that value considerations, the basis of which are 
socially justified labor costs, are definitely not simply calculational or 
registered sums of the existing individual costs, whether these are enterprise, 
product, sectoral or divisional. Registration is not evaluating, it is simply 
the use of value norms for monetary expression, or in other words a description 
of phenomena without including their value content. 


A value orientation, moreover, is essential for plan implementation, in addition 

to a use value orientation. Decisions regarding the formation of use value or 

the entire material social process, if it is to take place within the constraints 

of the plan, i.e., the planned management of the production process, must depend 

as well on value relationships, just as plan formulation depends on them: there 

cannot be a dichotomy of plan indicators between the planning center and the 

khozraschet sphere or between use value indicators and value indicators. It is ‘ 
a concern of the systems of management, finance and incentives that management 

entities not get out of step with value proportions. 


Both at the center and at lower levels of decisionmaking and management what 
arises then is a combination of material- and a valwe-oriented views, and to 
degrees of priority or appropriatness for one or the other, depending on the 
facility in question. Even though the satisfaction of the needs of society is 
achieved in a majority of cases, with the exception of cultural and so-called 
psychic needs, by a process of material production, i.e., with products as the 
bearers of use value, it is also a value process. Every product and its entire 
production process has the properties of both use value and of value, i.e., of 
costs and prices. If it is to remain relevant and comprehensive, then, pro- 
duction planning at all levels cannot take account only of the use value str- 
ucture of production, its technical, functional and esthetic parameters, but 
must also consider its value parameters (cost and price). This is a necessity 
for the optimalization of material and value planning. Production, consumption 
and value are interdependent; in planning production the impact of the law of 
value cannot be ignored. 


A priority program approach to planning, the choice of variants and the search 
for an optimal resolution in terms of objectives, resources, and techniques 
presupposes, under today’s difficult economic conditions, reliable national 
economic calculations and considerations. This is, moreover, not 2 matter of 
short-term or of operational decisionmaking. The initial results of work on 
the document, “Basic Directions in Economic and Social Development through 
1955.” point to the desperate need for considering value factors as well, 
since these have a long-range impact on the production process. In particular, 





criteria for the production restructuring of the economy must be set up to 
assure an ongoing comparability between the formation of use values and social 
values, especially worldwide labor productivity. 


Price criteria, however, which are basically price relationships which reflect 
the production process, deviate from their value base. This is most evident 
in the money in circulation (price is the monetary form of value), in its 
connection with the value and the use value processes, or in its separation 
from them. These relationships are very important for the requirements of 
material value planning. The connection between or the separation of money 
circulation from the material, or more precisely the use value process, is 
evident at several levels: 


--A use value is a bearer of value, never its creator. There is not neces- 
sarily a direct relationship between use value and value, and their develop- 
ment need not be concurrent. This means that growth or decline in value may 
deviate from the growth or decline in use value. Use values are determined 
differently from value. Changes in labor productivity affect value; use 
values are determined by the technical and esthetic properties of a product, 
by its functionality. 


--Value as the foundstion, and the content of exchange value is evident in 
currency relations and, when money exists, in price relationships. The 
evolution of price relationships may deviate, and as a rule does deviate, from 
value relations; the development of the value of a product .nd of its price 

need not be concurrent. Price is influenced by market factors, above all by 

the volume of use values available, their interchangeability, their supply and 
demand, their desirability, and the purchasing power of potential customers. 

In this regard the influence of use values on price relations cannot be ignored, 
even though it is not the creator of value. 





--The existence of money, which makes it possible to express the value of goods 
in a price and which has become a generally accepted medium for exchange, is 
evident in money in circulation. The sale of the social product is mediated 

by money, the movement of which is likewise not concurrent with movements of 
physical/material items. This results in a further deviation between physical/ 
material processes and value/monetary processes. 


First of all, in the production process a portion of production consumption is 
realized only in its physical form; this is the value of consumed production 
assets. 


Second, in the process of the formation, distribution and use of the social 
product part of the money is separated from the circulation of the goods, and 
moves relatively independently. The monetary resources of the population, 
enterprises, the state, etc., become available temporarily, primarily as the 
result of time differences between the formation of the aggregate social 
product and its use. These temporarily available monetary resources in a 
socialist economy are concentrated to a decisive extent in the banking system 
and are made available as loans for the financing of planned requirements. 
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Money in circulation, however, is not limited solely to these monetary 
resources, which are connected directly to the material production process, 
even though they deviate from it temporarily. Loan generation activity has 

a greater impact on the scope and structure of money in circulation. The 
loan activities of the socialist banking system, after all, cannot be bound 
Strictiy to free monetary resources, both because the formation of monetary 
resources and the granting of loans is a constant process taking place in all 
organizations and among the population, meaning that a mutual link cannot be 
smoothly determined, nor can it be more precisely defined, and because a por- 
tion of the loans are in the form of payment resources to facilitate sales of 
the social product. 


The fact that monetary processes deviate in their scope and structure, in 
other words are not directly linked with physical/material processes, makes 
it necessary to regulate money in circulation. The purpose of this is not 
only to influence the smoothness of production operations, but above all to 
assure that they are carried over into value relationships. We cannot allow 
the material and the value aspects of the production process to become sep- 
arated, even though the connection may become looser through the impact of 
the above factors, especially loan money. Marx' formulation of the Law of 
monetary velocity serves to set the boundary of money in circulation: 

"At any given velocity of money circulation, whether in currency or other 
forms of payment, the total sum of money in circulation at a point in time 
consists Of the sum of the prices of goods which are to be sold plus the 
sum of all payments owed at that time, minus those payments which have been 
written off by mutual agreement. The genera! law that the total money in 
circulation depends on the price of goods ‘s not affected at all by this, 
because total payments are determined by contraccuselly established prices.” 
(Marx, “A Critique of Political Economy," 1955, } 118). The applicability 
of this law to our planned management system is .ssured by the system of 
national economic plans. 


This means that undesirable deviations from the plan result in further 
deviations, in other words, in a further loosening of the relationship 

between material and monetary processes (this may be caused by the "material" 
side, through changes in the areas of labor productivity, production structure, 
the use or the quality of production, investment, inventories, etc., or by the 
"money" side, such as in the areas of prices, wages, credit, exchange rates, 
the state budget, etc.). 


It is therefore clear that complex ties exist between physical, material, 
value formation and monetary processes. The production process, where value 
originates, always takes place under conditions of the realization of value 
and subject to the laws of monetary velocity. There are many levels at which 
the relationship between material and value processes on the one hand and 
money in circulation on the other hand can be loosened. The aggregate social 
product may show different proportions and trends in its material and value 
dimensions than in its monetary dimensions. 


In monetary circulation, both in currency and non-currency forms, monetary 
resources converge without regard to whether they were created and came into 
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circulation with close ties to valuational processes and with consideration 
for the law of monetary velocity, or whether they came into circulation from 
the financing of ineffective processes or undesirable phenomena, i.e., through 
a violation of the law of monetary velocity. The money in circulation, after 
all, is performing numerous functions: The specific functions of this soney 
depend on the situation in which the money is being used--as currency, as a 
means of payment, as a reserve resource, as a measure of value, etc. The fact 
that money is generated represents credit, since its dominant form at the 
current stage of socialist economic development is bank credit, does not rule 
out the possibility that excessive currency may appear in circulation. It is 
not possible, after all, to classify funds that are already in circulation. 

To tag them as it were according to their sources, relationship to the val- 
uational process or the function that they are actually fulfilling. 


This leads to an important conclusion: all money, whether in the hands of the 
population, held by enterprises, other organizations or the state budget, is 
a purchasing resource, has purchasing power and is connected to one degree or 
another with material processes. This connection is manifested in the mutual 
interaction of material and monetary processes, but not always with the same 
direction, causal process or intensity. This depends on the systemic, insti- 
tutional and economic conditions, and how the relationship actually operates 
between material and monetary processes, namely: 


--There are situations in which “money is chasing value," i.e., money is 
adapting to movements of “material,” to material balances and administration: 
this occurs, for instance, in the complete financing of investment requirements, 
in management through the setting of material limits and allocations, etc. 


--There is the reverse situation, in which monetary resources are available 
beforehand, such as with the obtaining of foreign currency for importing 
goods, or in consumption paid for with the monetary resources of the popula- 
tion, etc. 


Despite this differentiation in the intensity of influences, however, money 
circulates throughout the production process, from the formation to the con- 
sumption of use values as well as influencing “material” decisionmaking, some- 
times directly and very actively, other times indirectly and passively. Over 
the long term it is not possible to ignore money in circulation in the planning 
of fundamental national economic proportions, particularly if the assurance of 
an economic equilibrium and balance are one of the priority objectives. 


An analysis of recent developments underlines the significance of this respect 
for monetary processes and the weight of their influence, even given the exist- 
ence of deviations between material and valuational monetary processes that 
result from the valuation of the production process in constant and in current 
prices. The degree of these deviations, in fact, very clearly indicates the 
influence of money-related factors on fundamental national economic proportions 
(see table). 
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Spread Between Constant (1 January 1977) Prices and Current Prices 





1977 1981 — 1982 
National income--net difference in valuation 
i) in billions of korunas 4.4 20.4 42.) 
ii) in percent 1.0 5.0 9.0 
Percentage increase in national income 
i) in constant prices -0.1 40.2 
ii) in current prices -2.7 +4.8 


The spread indicated on the table is continually increasing and is being 
caused primarily by outside factors which are based on increases in foreign 
prices. This has reached such a magnitude in recent years that the “materia! 
aspect of foreign economic relations as a percentage of the formation and us 
of national income does not reliably reflect its character. It is sufticie.’ 
to note that the deficit in foreign relations amounts to (in billions of korv 








1981 1982 
In constant 1977 prices -23.7 -30.6 
In current prices -11.9 -15.2 


This is, then a two-fold deviation. 


The foregoing also interact with domestic influences, because on the one hut 
it is impossible not to react to price pressures from abroad, and on the ot: 
hand these pressures must be reflected in the evolution of production cos! 

a number of production, and particularly extraction industries. This is evi 
in the growth of wholesale prices in industry (7.6 percent in 1982, 1 percent 
in 1983) and the rise of procurement prices in agriculture (9.1 percent in 
1982, 0.4 percent in 1983). 


What is important is that the gradual opening of the gap between constant « 
current prices is obscuring the view of the quality of economic and social 
development. Indicators of production consumption as a percentage of social 
product, profitability, etc., evolve differently depending on whether they 
expressed in constant or in current prices. This can lead to disorientatio 
and the underestimation of trends that are becoming entrenched if, for insta 
emphasis is placed on a positive development expressed in constant prices. 
particular importance are the differences which arise in foreign trade, whe: 
the noncritical constant price technique covers up a problem of external dis 
equilibrium. This is not a question, however, of different perspectives, bu 
of a reality which is running its course--especially in national income 
utilization--in monetary matters, current prices in particular. The devel 
ment of wages, profits, the state budget, credit, foreign currency, savings, 
etc., occurs in “nominal” quantities, and it is impossible to separate out w 
is real-material and what is monetary-value. It is always a real process 
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The need for an accurate monetary expression for long-term trends is also 
indicated by the fact that the monitoring of material processes in constant 
prices has its own temporal boundaries and is always finished after a certain 
period with recalculations to new sales prices, i.e., it ends up by bringing 
itself into line with reality (through price recalculations on 1 January 1967, 
1 January 1977, etc.). 


The expression of economic processes in either constant or in current prices 
each has its own predictive capability and neither one may be rejected out of 
hand. If one intends to monitor the movement of “material,” the dynamic of 
“physical” growth, etc., constant prices have their place; if the objective 
is the monitoring of value enhancement or allocation through money, the over- 
all balance of the production process, etc., then current prices make sense. 
Neither one nor the other may be used exclusively. 


One cannot, therefore, overlook the relationship between money in circulation 
and value relationships. For money to function as a measure of value, both 
prices and the exchange rate must be tied to value. If monetary circulation 

is not to have a deformative affect and weaken economic equilibrium, a reliable 
yardstick is necessary in prices, price relationships and exchange rates, both 
for plan formulation and for any kind of economic decisionmaking. 


a) In the area of prices this is a matter of price relationships and the 
price level. 


The problem of price relationships, i.e., the relationship between the prices 
of various products, is primarily a valuational issue, because it concerns 
price relationships expressing the role of socially necessary costs in specific 
products. This is above all a problem of relations because any change at all 
in value or in the price of a given product changes its relationship to other 
products; intervention in one price always amounts to intervention in price 
relationships. Every economic entity makes its decisions in terms of relation- 
ships, connections. 


If, then, thepressing problem is raised of the connection of domestic prices 
to foreign prices by removing from context a single product and its price to 
compare the price with foreign equivalents, the resultant view is skewed 
because it is an isolated one. What should always be done is to compare 
price relationships here with those abroad. The seriousness of this problem 
is indicated by comparing several common commodities on tbe world and the 
domestic market: 


Price Relationships Among Products (per ton) 





[ron Copper Wool Cocoa Sugar 
Based on world market prices (in $) 
1975 lL : 4 : 9 : 10 : 4 
1983 1 : 9 : 3: 1 
Based on our wholesale prices 
1983 Ll : 6 17 12 : l 
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In this regard it must also be noted that attempts to connect our domestic 
prices to world prices cannot be simply a matter of adjusting domestic values 
to world values, and domestic productivity to world productivity (this still 
leaves open the question of the extent to which price developments on world 
markets, and also on which markets, express world value). A strict connection 
of domestic prices to world prices would mean the forcing of domestic price 
relationships into world price relationships, which in turn reflect capitalist 
distributional processes because world markets are heavily influenced by the 
capitalist world. 


The separation of domestic price relationships from relationships between 
socially necessary costs is the result of many factors, and often results 

from previous ad hoc decisions and interventions which become permanent and 
were then passed by subsequent developments. This separation causes an 
objectively unjustified fluctuation in the profitability of production sectors 
and the loss of a reliable criterion for the allocation of labor. The serious- 
ness of the problem is indicated by the scope of the subsidies granted from 

the state budget for the improvement of economic performance which basically 
supplement (or correct) the pricing system. These have reached in recent years 
amounts in the vicinity of Kcs 27 billion, or 5 percent of national income. 

All of this clearly points to the need for some conceptual order to pricing 


policy. 


The problem of shifts in the price level is caused by factors other than 
those which bring about changes in price relationships. The basic reason can 
be the sharp rise in prices of basic production inputs, which disrupt price 
relations to such an extent as to force changes in all prices (such as the 
rise in raw materials prices on world markets in the 1970's). Another, more 
general reason is the monetary factor, whether through the creation of credit, 
the balance of payments, the state budget or whatever. Otherwise, monetary 
policy always plays a role in a general shift in the price level. Even in 
cases of price level changes worldwide it is not possible strictly to connect 
domestic with world prices because there are differences in economic con- 
ditions in individaul countries (not only in productivity, but also in wage, 
social, financial and currency conditions). 


It is a matter of maintaining the openness of our economy and its connection 
with the world market and the process of integration within CEMA, while seeing 
to it that foreign price influences are not transferred passively to domestic 
relationships. This assumes that it is world prices that objectively express 
value relations and world productivity, and that they should therefore be an 
objective measure for socialist price policy. It is also necessary to remain 
aware of how social distributional processes and the social order form world 
price relationships. Our economic research has not yet come to satisfactory 
terms with this problem, i.e., what to transfer and how to transfer from the 
world to the domestic economy, and what, how and to what extent to defend 
against undesirable influences. 


b) In the area of exchange rates it is above all desirable not to distort 
the purchasing power of comparable monetary units, so that the latter can 
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serve as an objective measure of the relative purchasing power of monetary 
units and express, through this function, shifts in the price level. An 
exchange rate which does not fulfill this function is a foundation for 
monetary processes that are divorced from valuational processes, and in- 
fluences material processes through these deformed monetary processes. 
There can be various reasons for this, and they include the following: 


i) Exchange rates (including conversion coefficients) used for our trade 
transactions in relation to hard currencies and convertible rubles differ 
from the rates of the International Bank for Economic Cooperation; in our 
practice the purchasing power of the dollar is now higher than that of the 
convertible ruble, while according to the International Bank for Economic 
Cooperation the reverse is true. This has serious consequences for calcula- 
tions related to economic operations conducted within the context of CEMA, 
and therefore oa “real processes." 


ii) Our exchange rate practice in the area of hard currencies designates 
monthly exchange rates based on ratios on world currency markets, rather 

than taking sufficient account of price level movements and, generally, of 

the monetary aggregates of pertinent areas. This leads to a situation in 
which a loss of value of a given currency domestically due to inflation is 

not reflectcd in the evolution of the exchange rate of that country's currency 
vis a vis our koruna. 


iii) The well-known problem of fragmented exchange rate calculations, 
differentiated according to various types of payments and for various ter- 
ritories, makes an objective view of the quality of foreign economic processes 
difficult to obtain. 


Exchange rate deformation has the result that the foreign currency exchange 
rate (including the exchange rate coefficients) is supplemented in its im 
pact on the finances of enterprises and economic production units [VHJ] with 
subsidies and transfers which, in their interaction, do not allow a reliable 
determination of what belongs to exchange rate adjustments and what to price 
relationship adjustments. The monetary processes taat result cause the mone- 
tary unit to lose its relationship to value. 


The weakening of the value measurement function both in prices and in ex- 
change rates is, then, a further reason for deviations between money in cir- 
culation and the value base. Evidence of the operation of the Law of value 
is thereby less clear, which complicates its planned utilization. 


* * * 


Monetary processes, then, in various directions and degrees deviate from 
valuational processes, yet still reflect relationships which actually exist. 
They have an impact on the behavior and the decisionmaking of economic manage- 
ment entities, and must therefore be taken account of in plan formation if 
plans are to be an actual mechanism for management. Current sale prices, the 
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exchang. rate, and money circulation are involved in the economic mechanism 
as ne of its parameters and have quite a clear impact on material processes 
in certain area... Three such areas .tand out. 


a) In the area of external economic relations: 


--The most important area is the influence of exchange relationships on exports 
and imports. In recent years the prices of our imports have risen more rapidly 
than those of our exports (between 1970 and 1982 the exchange relationship 
declined to 76). This difference must be compensated for by increased volume 
of exports, because a greater physical quantity of exports is needed to pur- 
chase a given physical volume of imports. To obtain every unit of imports it 
is now necessary to export more physical goods than in 1970. For each 1 per- 
cent decline in the exchange relationship there is a nonreturnable transfer 
abroad of about Kcs 1.4 billion of national income; 


--Credit relationships, which temporarily shift “the movement of material,” 
have a decisive influence on the formation of the future relationships be- 
tween generated and utilized national income. The concept of deot reduction 
in the area of hard currencies that was implemented during the seventh 5-Year 
Plan made significant inroads on the amount of national income available for 
us. As a result, however, during 1982 and 1983 we were able to reduce our 
foreign indebtedness by more than 50 percent. The evolution of interest rates 
is moving in the same direction. While the rates on middle-term dollar- 
denominated financial credits were in the vicinity of 16 percent in 1980, they 
are now in the vicinity of 10 percent. 


b) For the general population, the decisionmaking of which is much more 
sensitive to price and monetary factors than enterprises, monetary relations 
act as a factor facilitating equilibrium or disequilibrium, for instance: 


--Its influence on the savings rate (the ratio of increased deposits to the 
disposable incomes of the population) and deposits, the evolution of which 

plays a significant role in determining the demand for money. The savings 

rate has been fluctuating in recent years around 3.8 percent, which is having 

a positive impact on domestic market equilibrium. It is not, however, a 
reflection of actual savings because the increase in deposits has been strongly 
influenced by interest on deposits (including premiums and winnings), which 

are combined with actual deposits and represent dormant purchasing power. It 

is not the volume of deposits that is critical for the relationship of savings 
to materi«=. processes on the domestic market, assuming that the economy is 
developing in a proportional and balanced way, but the smoothness and structure 
of their development in conjunction with the development and structure of 
market supply. The close connection between the rate of savings and domestic 
market equilibrium is indicated by the fact that a decline of 1 point in the 
savings rate would free up additional purchasing power of about Kes 3.5 billion, 
which would generate additional pressure--of about 1.4 percent--on retail trade 
turnover, which would clearly be directed at the most demanded product categories; 
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--The relationship of wages to labor productivity and the relation of the 
growth and structure of monetary incomes to the growth and structure of 
deliveries to retail inventories. During the Fifth 5-Year Plan the average 
annua. jrowth rate of the monetary incomes of the population correspond to 
the growth rate of actual deliveries by industrial enterprises to retail 
trade inventories (5.1 percent). During the Sixth 5-Year Plan, however, 
actual deliveries grew by only 2.8 percent annually while monetary incomes 
rose by 4.1 percent; 


--In recent years the development of resources in the bonus funds of economic 
organizations. These represent to a certain extent deferred purchasing power 
and reached the amount of Kcs 10.2 billion by the end of last year. In the 
first 3 years of the Seventh 5-Year Plan these have been among the fastest 
growing areas, with annual increases in the vicinity of 19 percent. 


c) In tie area of enterprise finance there is no threat, given the existing 
system of planning and financing, of the development of significant dis- 
proportions. If they were to develop they would have their basis in the 
excessive formation of in-house monetary resources. The enterprise sphere 
should not, under the applicable principle of khozraschet, have the opportunity 
to form significant resources for internal financing (either of operational or 
investment needs). The monetary resources of economic organizations (includ- 
ing cooperatives) in bank accounts have been increasing in recent years at an 
annual rate of 5.2 percent and have reached the level of Kes 80 billion (or 

42 percent of the total of individual deposits). 


The existence of monetary circulation resulting from deviations between price 

and value relationships and the manifestation of relative independence of 

money in circulation has an impact on the behavior of managerial entities, 
influences to varying degrees and intensities their decisionmaking relative 

to the production process and the formation and utilization of use values, and 
therefore on the attitudes of individuals toward the realization of the object- 
ives and tasks of the central plans. It is an important monetary value criterion, 
which is increasing in significance during the current period, of efforts to 
increase the quality of planning and the introduction of criteria of nacional 
econo~!«- efficiency and balance into plan formation. 
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CZECHOSLOVAKIA 


JAKES VIEWS ACHIEVEMENTS, FUTURE OF ECONOMY 
Prague HOSPODARSKE NOVINY in Czech 28 Sep 84 pp 8-9 


[Article by Milos Jakes, secretary of the CPCZ: "Fulfillment of the Program 
of the 16th CPCZ Congress" |] 


[Text] Convincing Data 


The general policies of building a developed socialist society represent a 
comprehensive long-range Marxist-Leninist program for the political, eco- 
nomic, social and spiritual development of our society and are part of a 
joint effort on the part of our fraternal socialist countries. The achieve- 
ments of our people's work in the building of socialism under the party's 
leadership since 1948 and in raising our people's living standard and social 
welfare are the best confirmation that the economic policy of our party is 
correct. 


In the fulfillment of the decisions of the 14th and 15th party congresses, 
further great accomplishments were added, the economic potential of our coun- 
try rose and the living standard of our people improved; however, the process 
of our economic transition to intensive development has not been consistently 
implemented. Moreover, the complexity of the international situation, the 
efforts of imperialism to stifle the economic development of socialism, as 
well as our own shortcomings, played their role. Intensive labor activity 
and our people's creative initiative as the decisive force of socialism con- 
tributed to our achievements. Despite the complex situation, we are now 
successfully implementing the decisions of the 16th CPCZ Congress. 


The planned development of every branch of our national economy raised the 
value of fixed assets this year to Kes 3 billion; since 1948 we invested 

Kes 2.8 billion in our economy. Proceeding from a realistic estimate, our 
total 1984 industrial production was 12.7 times that of 1948, including 10.4 
times in the CSR and 28 times in the SSR. Labor productivity in industry 
was 6.7 times that of 1948. In less than 1 month our industry produces more 
than the bourgeois republic did in a whole year, and in Slovakia in 5 days 
as much as in all of 1937. The share of Slovakia in the creation of national 
income rose from 19.2 percent in 1948 to 29.4 percent in 1984. 


Significant structural changes have taken place. For instance, the share of 
machine engineering and chemistry in our total industrial production increased 
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from 16.2 percent in 1948 to 41.5 percent in 1984. Production in the engi- 
neering industry, the key branch of our national economy, in 1984 was 4.5 
times that of 1948, in the chemical and rubber industry 35 times, in power 
engineering 13 times, and in the construction materials industry 15 times. 
Completely new, technically and technologically very advanced productions 
and products were introduced and developed, in particular in the machine and 
electrical engineering industries. 


The volume of construction works was 13 times and labor productivity in the 
construction industry 6.4 times that of 1948. 


Our agriculture achieved noteworthy success; gross agricultural production 
was 2.2 times that of 1948 on an area of agricultural land one-tenth smaller 
and with 40 percent of the work force. The greatest gain was in grain crops. 
Their per hectare yield rose from 1.58 tons in 1948 to 4.54 tons. Even more 
intensive was the growth of livestock production, which was 2.8 times that 

of 1948. These data convincingly disprove all the slander of our enemies, 
who point out that in the first republic our agriculture used to export. 

They fail to mention why--because of the very low consumption by the popula- 
tion--and are silent about the facts of life in our villages and about our 
achievements at present. 


The volume of our entire foreign trade was 22 times and our trade with the 
USSR 44 times that of 1948. Our trade with socialist countries was 45 times 
greater, with advanced capitalist states 7.3 times greater, and with the 
developing countries 8.9 times greater. 


The methods of our long-range cooperation with the CEMA countries, in particu- 
lar with the USSR, are steadily being developed. The share of specialization 

and mutual cooperation in productions and products, amounting to 29 percent 

of all trade with the CEMA countries and as much as 32 percent with the USSR, 

is expanding year after year. 


The systematically increasing economic potential of our republic and growing 
social productivity of labor enabled the volume of accumulated national in- 
come to be 6.5 times that of 1948. The main goal of our party's policy--to 
raise the material and cultural standards of our people and to guarantee 
their social and public welfare--was fulfilled accordingly. 


Considerable social differences were abolished already in the first years 

of the building of socialism. Incomes rose gradually and personal and public 
consumption increased, especially in the area of social welfare. The employ- 
ment of our population increased by 2 million persons; where there were 38 
high school graduates and 20 college graduates per 1,000 employees in our 
national economy in 1953, there now are 167 high school graduates and 72 col- 
lege graduates. 


Compared with 1953, when they were statistically recorded for the first 
time, the cash earnings of our population are more than 5 times greater. 
Average monthly wages in our national economy amounted to Kes 2,780, includ- 
ing almost Kes 3,000 in the centrally managed industry. As compared with 





1948, personal consumption is 3.4 times higher; in food consumption, caloric 
saturation of every stratum of our population has been achieved and its 
qualitative structure is being gradually improved. In the standard of cloth- 
ing and equipment with durables we rank among the most advanced countries. 


The public consumption of our population is about 8.5 times greater, amount- 
ing to Kes 10,500 per capita, and is among the world's highest; it has be- 
come an important factor of our living standard and, next to full employment, 
is a significant aspect of our people's social welfare. 


Our social security system covers our entire population in old age and ill- 
ness. Payments of pension benefits are 14 times greater than in 1948, amount- 
ing to 4 million pensions paid annually. Payments of medical insurance are 
18.7 times greater, health insurance 15 times and supplemental children's 
benefits 20 times greater. State funds cover a major share of the costs for 
children's education. Care for mother and child have radically reduced in- 
fant mortality. 


The number of citizens per physician dropped from 1,158 in 1948 to the cur- 
rent 283, and the number of beds in hospitals and nursing homes increased 
from 9.9 to 12.5 per 1,000 citizens. Significant growth is evident in the 
number of places in day-care centers--from 6,000 to 122,000. There were 
205,000 children in kindergartens in 1948, whereas today there are 713,000. 


Our party is focusing constant attention on the solution of our housing prob- 
lem. The share of housing units built since 1948 amounts to 62 percent of 
the total number of housing units; almost 50 percent of them belong to hous- 
ing of the first category. Almost 9 million citizens moved into the 
3,100,000 housing units built up to 1984. 


These basic data concerning our society's life demonstrate in themselves 
absolutely unambiguously that under the leadership of the CPCZ our working 
people have accomplished a truly magnificent transformation of our society 
and created living conditions of which past generations used to dream end 
hope for as ideals. 


We have fulfilled the old hope of whole proletarian generations about the 
creation of a society where man would no longer exploit his fellow man, 
where there would be no gap between poverty and wealth, but, on the con- 
trary, where resources would serve those whose labor had created then. 


In the Direction of Intensification 


We find ourselves at a stage of the fulfillment of the decisions stipulated 
by our party's 16th Congress which set up for us as a basic task to maintain 
and further improve the quality of our living standard, to enhance our peo- 
ple's social welfare, to achieve balanced foreign economic relations, and 

to reduce our indebtedness to capitalist countries. In order to achieve 
those objectives, following the line of the 14th Congress, the 15th Congress 
stipulated the task of moving our economy toward an intensive development, 
more efficient production, better quality of all work, and enforcing economy 
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in management. We place the greatest emphasis primarily on the accelerated 
implementation of R&D in practice, as discussed particularly at the Eighth 
Plenum, and, in terms of the engineering industry, at the 10th Plenum of the 
CPCZ Central Committee, on taking full advantage of socialist economic inte- 
gration, intensification of R&D and economic cooperation with the CEMA coun- 
tries, especially with the USSR, and on the implementation of the decisions 
of the economic summit conference of the CEMA countries, held in June of 
this year in Moscow. 


We are carrying out our assigned tasks in a particularly complex interna- 
tional situation s\.emming from the aggressive policies above all of the 
United States and its allies, aimed at gaining military superiority and at 
stopping the advance of socialism and social progress. 


A significant area in this struggle is the economy, where imperialism is 
applying all means of embargo and discrimination in trade and credits in 
order to frustrate the economic development of the USSR and socialist coun- 
tries and to weaken their economic power and the fulfillment of their socio- 
economic goals for further development. These facts, together with the 
escalation of prices of imported raw materials and commodities, and the grow- 
ing costs of their production from domestic resources, had to be considered 
when planning the tasks for the Seventh 5-Year Plan and when preparing ground 
for the gradual adaptation of the Czechoslovak economy to those new condi- 
tions. Specifically, this was reflected in the differentiated approach to 
the determination of the dynamics of growth of national income in individual 
years of the 5-year plan, especially in the deceleration of the development 
in its first 2 years. 


In order to maintain our living standard and to reduce our debt, the funds 
for investments had to be cut. 


The results thus far have confirmed that those policies were correct. The 
tasks stipulated by the Seventh 5-Year Plan have been generally well ful- 
filled. 


The dynamism of the growth of national income stagnated in 1981 (100.8 per- 
cent) and in 1982 (100.6 percent), but was restored in 1983 (102.8 percent). 
In the past 3} years our national income rose by 4.2 percent as compared with 
1980. At the same time, the share of investments in consumed national in- 
come declined. 


The implementation of structural changes was initiated, which meant higher 
production increases in the branches of our processing industry and in 
branches based on the exploitation of our domestic resources Of raw mate- 
tials. The volume of industrial production was up 6.5 percent over 1950. 
Above all, our machine engineering developed at a higher rate (13 percent); 
the highest dynamism was noted in the development of our electrical industry 
(21.9 percent). The fact that, next to the development of the processing 
branches, branches with a high consumption of fuels and energy, such 4s 
metallurgy and chemistry, have overfulfilled their plan indicates that the 








structural overhaul of our production is still proceeding at a slower rate 
than projected in the Seventh 5-Year Plan. 


Moreover, such trends attest to the fact that considerable untapped resources 
still exist in the implementation of R&D and that the rate at which the tech- 
nical standard and quality of our products are being upgrad.d is lagging be- 
hind the needs of our national economy. 


It is an indisputable success that our indebtedness has been reduced at a 
faster rate than projected in the plan. Another positive facet of our eco- 
nomic development in the Seventh 5-Year Plan is the fact that a positive 
balance of trade with nonsocialist countries has been achieved in individual 
years, although ~ne cannot ignore that the nonfulfillment of the plan of im 
ports contributed toward such results. 


In our agriculture, which registered good achievements in recent years, the 
demand to make livestock production contingent on sources of domestically 
produced fodder and to improve general self-sufficiency in foods of animal 
origin, including meat, is being gradually applied. Furthermore, our agri- 
cultural production is becoming more efficient, as demonstrated by lower 
consumption of fodder per unit of production and by higher daily increases. 


The objectives of the Seventh 5-Year Plan calling for greater int~asification 
of social production are gradually enforced. Material costs in production 
have declined faster, mainly because of lower consumption of energy and 
metals. in 3 years such savings represented [Kes] 20 billion; relative con- 
servation of fuels and energy amounted to 9 percent, that of ferrous metals 
to ll percent, and of nonferrous metals to 17 percent. Social labor produc- 
tion is increasing. 


Partial success was achieved in reducing the number of capital investment 
projects under construction and in delivering completed fixed assets. The 
focus on modernization and reconstruction of existing facilities has not 
been satisfactory. 


Even under aggravated conditions the pivotal goal of our party's policy is 
being accomplished, i.e., the living standard and social welfare of our 
population are being maintained and improved. 


Our social consumption remains the fastest growing factor of our Living 
standard--on the average it rises 5 percent annually, and the expenditures 
for the educational and health systems are rising even more rapidly. Chronic 
shortcomings continue to plague our housing construction, due above all to 
unbalanced completion of housing projects and the building of public and 
technicai facilities. 


While our actual cash earnings stagnated in 1981 and 1982, in 1983 they were 
up again. Good standards and stability on our domestic market have been 
ensured. 
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Current Trends 


On the whole it may be said that it was an accomplishment stemming from our 
party's focus on the solution of key problems in our national economy that 
in 1983 the dynamism of our economic development was restored and national 
income increased. 


The development this year may be regarded as positive because, on the basis 
of more progressive tasks of the state plan and of the goal-oriented tasks, 
Stipulated in the course of the second quarter upon the initiative of the 
10th Plenum of the CPCZ Central Committee, the growth of national income in 
the first half of the year amounted to 3.2 percent and the dynamism of indus- 
trial production accelerated by 3.6 percent, although more than 20 percent 
of enterprises had not fulfilled their planned tasks. The process of in- 
tensification of our economy is gaining momentum; efficiency and good stew- 
ardship are improved, which is expressed by an accelerated growth of adjust- 
ed value added, which increased by 5.7 percent mostly because of the reduced 
material costs. 


Labor productivity is increasing at a faster rate than planned. Although 
the share of innovated products of high technical-economic standards has in- 
creased, it remains unsatisfactory. Preliminary estimates of this year's 
harvest promise that the tasks of the plan of agricultural production will 
be fulfilled. In the interest of further continuous efficient development 
of our livestock production, we are trying to store supplies of grain and 
bulk fodder in the years of bumper harvest, which means this year, and thus 
to avoid the fluctuations in yields caused by weather conditions, which un- 
favorably affect the efficiency of our livestock production. 


Higher creation of national economic resources made it possible to maintain 
the balance in our foreign economic relations and to lower our indebtedness 
to the capitalist states, for which we are paying approximately Kcs 10 bil- 
lion, including interest, annually. However, our export tasks have not been 
consistently fulfilled in the development of their commodity and territorial 
structure. In relation to nonsocialist countries, a higher rate of growth 
was achieved in the development of exports than projected in the plan. 
Nevertheless, due to the inferior quality and technical standards of ser- 
vices as well as shortcomings in commercial transactions, the efficiency of 
our foreign trade exchange has not improved. Our export prices were down 
by 1.6 percent and import prices were slightly raised by 0.3 percent, due 
to the nonfulfillment of the tasks of our engineering production, which is 
being replaced by less lucrative exports, such as raw materials, and by ex- 
ports of products with a low degree of processing. 


In capital investment, the delivery of new facilities for operation is im- 
proving. In 1981 61.1 percent of the facilities began operation on schedule, 
in 1982 69.8 percent, in 1983 86.8 percent, and in the first half of 1984 
almost 90 percent. Another step was made to improve the quality of our liv- 
ing standard. 
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The results achieved thus far in the fulfillment of the Seventh 5-Year Plan 
have confirmed that the basic objectives of our socioeconomic policy, stipu- 
lated by the 16th CPCZ Congress and specified for the development of the 
national economy by the Seventh 5-Year Plan, have been essentially met; they 
have prepared the ground for complete fulfillment of the entire Seventh 
5-Year Plan. The tasks for 1985 are set in the sane direction. 


At this particular time the main concern for us is to mobilize all assets, 
resources and potential available to us on every level of management, in 
order to step up the dynamism of our national economic development on the 
basis of further intensification, so that we may achieve the highest possible 
parameters of economic development in proportions envisaged by the 16th CPCZ 
Congress. 


That calls for more consistent application of the main factors of intensifi- 
cation in our economic practice, especially for achieving: 


--more expeditious implementation of R&D achievements in production and 
services; this demands progress in the spirit of the decisions articulated 
by the Eighth Plenum of the CPCZ Central Committee; 


--further acceleration of innovations of products and technology, with focus 
on better quality and useful properties of the manufactured products; 


--continuous conservation of power and materials in production, maximum uti- 
lization and processing of our domestic resources and secondary raw mate- 
rials; 


--efficient utilization and development in particular of the higher forms of 
participation in the international socialist division of labor, primarily 
with the USSR; 


--efficient utilization of economic mechanisms for better quality of the 
management process and greater responsibility for the achievement of high 
efficiency in production; 


--in agreement with the preparations for the second stage in raising economic 
efficiency of wage systems, consistent application of the socialist prin- 
ciple of rewards, i.e., merits; 


--further consolidation of discipline, order and socialist legality; 


--greater participation on the part of our working people in management and 
in increasing the input of creative initiative in order to achieve in par- 
ticular qualitative indicators of economic development. 


At this time, the proposal for a directive for the Eighth 5-Year Plan and 
the outlook up to 1995 are in the works, proceeding from the demand that 
further dynamic progress of our national economy be achieved. 
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This calls above all for more expeditious application of R&D achievements 

in our economic praxis and, on that basis, for the implementation of progres- 
Sive structural changes in our economy. That is contingent primarily on the 
consistent enforcement of objectives whose purpose is to: 


--develop the more energy-saving types of economy and rationalize the con- 
sumption of fuels and energy; construct nuclear power engineering facilities 
and utilize our own sources of fuels and energy to the greatest possible 
extent; 


--exploit to the best advantage all sources of raw materials and materials, 
particularly metals, and gradually introduce structural changes in metal- 
lurgy; achieve a higher share of high-quality steel and the required pro- 
files, and reduce the production of pig iron and steel; utilize to the high- 
est degree our raw material base and secondary raw materials, including the 
introduction of wasteless technologies in the production; 


--expand self-sufficiency of food production, mainly on the basis of con- 
stant care for the agricultural land resources, and improve their produc- 
tivity; give preference to the development of crop production; raise the 
level of processing, cut the losses, and store up supplies of fodder; 


-~-gradually introduce a less materials-intensive structure into Czechoslovak 
industry, particularly machine and electrical engineering, and strengthen 
final assembly branches; 


—upgrade basic chemical production, mainly by developing processes requir- 
ing fewer raw materials and sources of energy, especially pure and special 
chemistry and the pharmaceuticals industry; 


--develop comprehensive mechanization and automation programs for industrial 
production systems and, accordingly, develop and introduce measuring and 
control technology, microelectronics, microprocessors and microcomputer tech- 
nology, and apply them broadly to save labor and, in particular, to eliminate 
strenuous physical labor and work in environments dangerous to health; 


--develop and introduce promising new fields of science and technology, espe- 
cially biotechnology and genetics, which offer efficient new potential for 
future long-range economic progress; 


--continue to develop public health care; 


--protect and improve the environment, which is the first and foremost task 
at this time. 
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CZECHOSLOVAKIA 


ECONOMY ELECTRONIZATION ASPECTS DISCUSSED 
Prague PLANOVANE HOSPODARSTVI in Czech No 6, 1984 p 60-67 


[Article by Eng Jaromir Liska and Eng Zdenek Kral, State Planning Commission: 
"Some Aspects of the Electronization of the Czechoslovak National Economy") 


[Text] The 15th CPCZ Congress and CPCZ Central Committee Plenum in September 
1976 identified electronics as one of the important factors in the development 
of the general engineering sector and the entire national economy. Without 
electronics it would be impossible to proceed with the development of many 
related sectors such as computer technology, textile and machine tools, 
automation eqipment, telecommunications equipment, health care equipment, 
instrumentation and the like. It was also emphasized that the current status 
and sophistication of Czechoslovak electronics does not correspond to the 
demands which are being placed on it and, indeed, that it lags behind world 
trends. 


It was therefore essential to adopt measures to assure the implementation of 
the resolutions of the 15th CPCZ Congress. Above all, work was intensified 

on studies and conceptual plans for the further development of electronics 

and its applications, while simultaneously developing the organizational 
framework for the evolution of the electronics sector. These steps culminated 
in the resolution of the 14th CPCZ Central Committee Plenum of December 1979, 
constitutional laws No 147/79 and 149/79, and CSSR Government Presidium 
resolutions No 306/79 and 55/80. 


This led to the establishment of an independent sector, the electrotechnical 
industry, with about 226,000 employees (24,000 of whom are involved in R&D) 

and including practically the entire Czechoslovak weak-current electronics 
industry, the production of automation, computer and instrumentation equipment, 
health care, laboratory and time measurement equipment, and most of the heavy 
current industry. 


The following period was basically one of consolidation and preparation for 
assuring the dynamic development of the electrotechnical industry. In 
accordance with its mandate, this sector formulated a conceptual plan for 
development in the Seventh and Eighth 5-year plans, which was approved by the 
CSSR Government Presidium in 1980 in its resolution No 250. 
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The correctness of this developmental plan was confirmed in the document "Main 
Directions in the Economic and Social Development of the CSSR in the Years 
1981-1985," which was approved by the 16th CPCZ Congress in April 1981. This 
document established the objective of assuring during this period an almost 
threefold increase in the components base of electronics, including optical 
electronics and microelectronics. This was to constitute the basis for the 
development of final applications of electronics in engineering, metallurgy, 
fuel ard power, the chemical and consumer industries, agriculture, transporta- 
tion, and other areas of the national economy. 


One of the basic objectives, in other words, was to develop the conditions for 
the electronization of the national economy. 


The Tasks of Electronization 


Electronization must be viewed as the comprehensive application of electronic 
equipment, microelectronics and computer technology in all sectors of the 
national economy. This implies not only innovations in existing products but 
also the electronization of production processes and equipment, inciuding 
their application to the management of all spheres of the national economy. 


Studies of the application of electronics through the year 2000 have already 
been conducted by the heavy engineering and metallurgy sectors, and electroni- 
zation programs have also been formulated by the transportation and communica- 
tions sectors, as well as by the general engineering sector (with particular 
reference to machine tools, forming, textile and printing machinery) and a 
number of other sectors and organs. Even agriculture has laid out its 
objectives for electronization. 


In accordance with our requirements and current worldwide developmental trends, 
electronization programs in the Czechoslovak national economy are pursuing 
the following objectives: 


--increasing labor productivity of production and nonproduction processes; 


~-achieving savings in fuel, power, raw materials and materials both in the 
production process itself and in the use of the actual output; 


--facilitating reductions in the labor force through the introduction of 
automation and regulation, the application of robots and manipulators to 
benefit other parts of the production process, including the tertiary sphere; 


--reducing the labor content of production while reducing production costs, 
and increasing the reliability and useful life of machinery and equipment; 


~-improving the technical parameters of machinery and equipment while simul- 
taneously increasing use values, thereby increasing their marketability on 
foreign markets; 


--improving the working environment, especially in exhausting and unhealthful 
conditions; 
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--increasing the effectiveness of managerial work through the development 
of hierarchically integrated automated management systems, along with infor- 
mation systems and highly sopisticated data transmission; 


--increasing the quality of citizen services so as to contribute to the 
general level of education and culture, and to improve the utilization of 
leisure time; 


--contributing to an increase in our country's security and ability to protect 
itself. 


The electronization of the national economy must necessarily be perceived as 
a multisectoral activity which must be approached with a view to the peculi- 
arities of each sector. It is not merely a matter for the electrotechnical 
industry, the development of which is a precondition of electronization, 

but of all sectors and spheres in national economic management which must 
incorporate electronics into their long-range development plans. It is 
necessary for specific sectors to assure electronization within the context 

of their overall concepts, and for it to fit in with nationwide R&D objectives 
as well as plans for the production and importing of electronics, while taking 
into accovnt international specialization and cooperation. Only under these 
conditions will it be possible to overtake the advanced countries. 


Current Status of Electronization Development 


Electronics, and especially microelectronics, has become a strategic factor 
in the economic growth of all industrially advanced countries. In the capit- 
alist states the development of these sectors is almost immune to economic 
fluctuations and crises, and has recorded an average annual growth rate over 
the long term of more than 10 percent. 


The current world market for microelectronics is controlled by several 
Japanese and American firms. Attempts to restrict this monopolistic 
position, so as to retain their traditional markets, have led to a number 
of measures being taken by West European producers by which they hope to 
acquire the same advanced technology that is possessed by Japan and the 
United States. This is, however, very costly and often out of the reach of 
individual producers. Available sources indicate that state subsidies to 
the electronics industry in some countries are equivalent to 50 percent of 
total production costs. 


In the FRG for instance, the development of the electrotechnical industry (and 
particularly the production of semiconductors and integrated circuits) has 
been subsidized from the state bi:dget since 1974. In the past 2 years alone 
about 140 million dollars of these resources have been expended for this 
purpose. Similarly, the French 5-Year Plan includes subsidies for the 
electronics industry of about 130 million dollars, and the British 5-Year 

Plan 100 million dollars. The Italian Gevernment has allocated from state 
resources the sum of 450 million dollars for the development of the electronics 
industry. 
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The pace at which electronics are being introduced is, however, uneven, which 
limits the availability of new products and technologies while simultaneously 
exacerbating differences in the economic sophistication of specific countries. 
At present the primary motivating factor in the development of electronics 
and microelectronics in the Western countries is their application to military 
and strategic uses. This influence is particularly evident in the growth 
rates for these areas (European Economic Community Countries in 1982): 





Sector Annual Production Crowth Rate (Percent) 
Data processing machinery 8 
Memories 12 
Peripherals 18 
Office copiers 25 
Word processors 30 
Other office equipment 15 
Long-distance communications 24 
Radio and television 14 
Data transmission ll 
industrial controls 18 
Measuring instrumentation 14 
Automotive electronics 22 
Health care equipment 15 
Consumer audio equipment 4 
Videorecorders 9 
Electronic games 14 
Arms industry 28 


Consumer electronics per capita is showing uneven growth. In Sweden it fluctu- 
ates around 350 dollars, in Spain around 80 dollars, while in the CSSR in 1980 
it was around 120 dollars. Estimates of electronics producers in the capit- 
alist countries project a consumption of 1,000 dollars per capita in indust- 
trially advanced countries by 1995. 


The production and utilization of electronics industry output in the socialist 
countries has not reached the level of the industrially advanced capitalist 
countries. With this in mind, most of the CEMA member countries adopted 
programs in the 1970's designed to speed up the application of electronics 

in the development of the national economy and the entire society. In terms 
of the scope of production and applications, the USSR is achieving favorable 
results. Electronics production is also developing rapidly in the GDR, 

which produces 2.8 times more output than the CSSR. This is made possible by 
its larger stock of capital assets and higher labor productivity, as well as 
by its investments in this sector, which are twice those of the CSSR. 


The CSSR has not been successful in keeping pace with the worldwide develop- 
ment of electronics. The Czechoslovak electrotechnical industry accounted 
for about 15.3 percent of total machinery production in 1970, a share that 
increased by only 2.5 percent over the 10 years through 1980. During the 
same time, the electronics industry's share of total machinery output grew 
from 27.9 percent to 40.8 percent in Bulgaria, from 32.9 to 42.2 percent in 
Hungary, from 23.9 to 29.3 percent in the GDR, and from 19.1 to 24.4 percent 
in Poland. In the USSR, this share fluctuates around 30 percent. 
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Relative annual increases, expressed as an index of the growth of electronics 
production relative to total increased machinery production, for the 1965-1980 
period was 1.6 in the CSSR, 2.5 in France, 2.8 in Italy, 4.5 in the FRC, 

and 10.3 in Great Britain. This comparison demonstrates the low percentage of 
total machine industry output accounted for by the Czechoslovak electro- 
technical industry. This means that the electronics industry cannot satisfy 
the current modest requirements of the national economy either in terms of 
quality or quantity. 


A comparison of electrotechnical industry products and their applications with 
world standards is also unfavorable. The components base of Czechoslovak 
electronics lags in a technical and economic sense more than 5 years behind 
world developments. In the area of the application of electronics, and 
telephone systems in particular, the CSSR has installed equipment equivalent 
only to half the European average and is showing only very small annual 
increases. Applications of computing, controlling and measuring equipment 

are minimal and do not correspond to current needs; the production of health 
care related electronics per capita is about 10 times lower than in the United 
States or in Sweden. In consumer goods, electronics is insignificantly 
represented with a prosaic product mix; we lack luxury products and new types 
of equipment such as video recorders, electronic games, a line of electronic 
watches, personal computers and a number of other electronics applications, 
including a broader assortment of electronic kits for young people, etc. 


This unsatisfactory situation is the result in part of what has been a 
simplistic approach to electronics applications in the Czechoslovak national 
economy. Both individual projects for the electronization of specific sectors 
as well as a nationwide program of electronization that defines its strategic 
objectives, efficiency and the means of assurance have been lacking. In most 
user sectors developmental, design and assembly centers have yet to be con- 
structed, which would be able to apply electronic systems within their 
respective sectors. 


Likewise, the high prices of the component base have retarded the application 
of electronics to final production. The investment requirements for the 
development of the electronics industry were underestimated in earlier 
periods and insufficient lead time was given for the development of the 
production-technical, base, above all for microelectronic components, surface 
lines and equipment. <A more rapid correction of this situation is being 
prevented by the insufficient coverage of requirements for the production of 
specialized materials, raw materials, gases and products of small batch 
chemistry. 


Technical development tasks have been established too late and do not place 


enough emphasis on efficiency. Not even the production of component assemblies 
for machine building sectors has been assured with the requisite lead time. 
These components include sensors, scanners, measurements instruments, etc. 


Llectronization and the Component Base 


\n essential condition for the more rapid application of electronics in the 
national economy is the assurance of the requisite structure and volume of 
mponent production, especially of microelectroni OMponents, snst rime 





and equipment. Currently the coverage of the needs of the national economy 
is characterized by a high percentage of products and equipment of domestic 
manufacture. This has required the setting up of a wide-ranging production 
program, which is reflected in low levels of effectiveness stemming from 
the inadequate technical sophistication of these products and the low degree 
of concentration of the research and development base. Figures indicate 
that in 1980 about 75 percent of national economic requirements for electro- 
technical products were produced domestically. 


In contrast to this, industrially advanced countries such as Belgium and 
Switzerland cover only 25-30 percent of their own needs with domestic produc- 
tion, and cover the remainder through extensive imports. This also makes them 
able to obtain up-to-date equipment for their own production, allowing them 
to achieve maximum effectiveness both in production and in marketing. 
Experience confirms that withir the economy of a small country it is impos- 
sible economica:.y to cover the entire society's requirements for electronics, 
and that the sole way to increase production effectiveness and improve the 
satisfaction of national economic requirements is through the specialization 
of domestic production, coupled with economi- integration into the internation- 
al division of labor. 


This task is especially pressing, particularly in sectors of the components 
base. The development of international cooperation and specialization among 
the CEMA member countries has been a stated objective of numerous resolutions 
of party and government organs and is being implemented through bilateral and 
multilateral agreements. There nevertheless persist negative phenomena, such 
as when imports of components are on many occasions used only to cover short- 
term disproportions in the Czechoslovak electronics industry, at the same 
time that the specialization of the Czechoslovak production capacity has 

yet to bring about a full reduction in the product mix of electronics 


components. 


The production of electronics and especially associated microelectronic compon- 
ents is very R&D intensive, and requires sophisticated equipment and special 
facilities, including climate controlled rooms, and is very demanding in terms 
of the material and technical requirements of production. It is characterized 
by significant pre-production preparations. Specifically, employees at the 
R&D, preproduction and inspection stages account for 8-12 percent of the 
personnel engaged in electronics production. However, they account for more 
than 40 percent of the personnel engaged in the production of custom built, 
highly sophisticated equipment, but only 5 percent of those engaged in the 
production of long production run, less sophisticated products (such as 
consumer electronics). 


The sophistication of electronics significantly influences scientific and 
technical progress. It also determines the availability to the production 
base of new technology and controlling, measuring and testing equipment. 
While capital assets are often not removed from service fast enough, the 
opposite must be true of the areas of electronics and microelectronics, i.e., 
innovations must be made well before the physical obsolescence of a machine, 
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Electronics production does not require a large amount of materials, but 

makes great demands on their quality, especially in the areas of metallurgi- 
cal and chemical output. This is especially true in the production of active 
semiconductor elements and microelectronic circuits, for which the requirements 
for cleanliness of the basic materials are quire extreme. It is estimated 

that a total of about 2,000 different materials are required for electronics 
production. A number of measures have been adopted to enhance their avail- 
ability, even at the level of the CSSR Covernment Yresidiun. 


The Federal Ministry of Metallurgy and Heavy Engineering [FMHTS] has made the 
greatest effort to provide necessary and specialized materials, particularly 
those related to ferrous and nonferrous metallurgy and a number of pure 
metals and alloys. Many additional ones which we cannot obtain, or can obtain 
only with greater or lesser degrees of difficulty, from our own resources, 
such as solid, liquid and gaseous chemicals, plastics, glass and ceramic 
materials, are being sought through cooperation with CEMA countries, and 
particularly the USSR and CDR. 


There are also high demands on the cleanliness of the production environment 
at certain stages of the production process (fewer than 4 particles larger 
than 0.5 microns in a liter of air). In terms of power requirements, 
electronics industry production does not require large amounts of fuel or 
power. Consumption averages about 20 tons of standard fuel per KCS 1 
million of output, versus 27 tons in general engineering and 76 tons in 
heavy engineering. 


To provide the basic conditions for the development of electronization, the 
Seventh 5-Year Plan contained the following projections for production 
increases in the components base and other electronics applications for 
specific sectors of the electronics industry (figures are information only): 


Projected index of production 
Component base (sector) — growth 1985/1980 





— -. - 


371 Electronics components 

372 Semiconductor components 

373 Microelectronic bussed circuits 

374 Structural elements for electronics 
375 Vaccwum elements 


Flectronmic « pital equipment 


3862 Line communications equipment 

386 Radio and television products 

191 Electronic measuring instruments and 
el<c tron microscopes 

196 Scientific and laboratory instrumentation 

40} Data processing equipment 

404 Signalling and safety equipment 

405 Instrumentation for automated regulation 
and control 
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Projected index of production 
Consumer electronics growth 1985/1980 








384 Radio and television receivers 
and duplicating equipment 1.54 


Production equipment 





516 Special-purpose machinery 1.97 


From these growth rates it is clear that priority is being given to increas- 
ing the component base and assuring domestic requirements for the producticn 
of single-purpose machinery. Overall production in the electronics and 
microelectronics sectors is projected to increase by 51.5 percent in the 
Seventh 5-Year Plan. This is in accordance with the objective established 
by the léth CPCZ Congress and means that production in the electronics 
industry will grow slightly faster than that of other general engineering 
sectors and sectors where electronics industry products are slated for 
introduction. 


The critical task of the electronics industry is to fulfill the role of 
outfitter of the other sectors of the national economy, which is confirmed by 
the fact that other sales of this sector (i.e., deliveries for nonproduction 
consumption, for marketing organizations, for production consumption and 

for other users) currently represent about 65 percent of its total sales. 
Technical development, the increased utilization of active and passive 
licenses, patents, inventions and efficiency-enhancing suggestions must also 
play an important role in the evolution of the electronics industry. The 
activities of comprehensive rationalization brigades, which are intended to 
increase production efficiency and speed up innovation cycles, are also 

being counted on. To facilitate this it will be necessary to construct 
additional facilities for the R&D base, and to outfit them with the necessary 
small-scale operations, experimental workshops and production facilities for 
the manufacturing and testing of small and prototype runs of new products. 
Cooperation must also be increased between the electronics industry and basic 
R&D work sites, particularly those affiliated with the Czechoslovak Academy 
of Sciences [CSAV],the Slovak Academy of Sciences [SAV], and college 
departments. 


The requirements of electronization are forcing a change in the structure of 
production, and therefore also in worker qualifications. Because of the 
demanding tasks required, the percentage of secondary~- and college-educated 
employees will increase, not only in research, development and design, but also 
in the production process itseif, in the control and operation of equipment 

and the performance of servicing and advisory activities. 


To foster the further development of the production base of the electronics 
industry, and in accordance with the projected trends in the electronization 
of the national economy, a number of investment projects are being considered, 
directed primarily at the reconstruction and modernization of existing produc- 
tion facilities and the construction of new ones. 
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During the next 5-year plan, the Federal Ministry of the Electronics Industry 
[FMEP] plans to increase the total volume of projects and deliveries related 
to capital investment from the expected results of the Seventh 5-Year Plan. 

It is also projecting an increase in the percentage of machinery and equipment 
delivered from its own production. To meet these objectives a «vostantial 
expansion of the production capacity for single-purpose machines. from the 
current capacity of about Kes 200 million annually to more than Kes 2 billion 
is under way. 


At present we are producing a wide assortment of products in small, uneconomi- 
cal production runs, with the result that the high prices of these products 
work against their practical application. This means that until the electron- 
ics industry is able to lower the prices of its products, a goal that will be 
fostered by the international division of labor, it will be necessary to 

solve this problem by such means as having a system of dual prices, or some 
other subsidy system. In the course of the current 5-year plan alone the 
electronics industry is planning to reduce the wholesale prices of components 
and final products by a total of some Kes 3.2 billion. Further substantial! 
price reductions are being planned for the Eighth 5-Year Plan. 


Nationwide Electronization Program 


To assure the evolution of the electronization of the CSSR national economy, 
CSSR Government Presidium Resolution No 3/1983, directed the ministries of 
metallurgy and heavy engineering, general engineering, the electrotechnical 
industry, transportation, communications, and agriculture and food to conduct 
studies related to the electronization of selected divisions and fields and 
to make specific recommendations for the application of electronics te these 
fields through 1990. At the same time, the Ministry of Technical and Invest- 
ment Development was directed to formulate, in conjunction with the State 
Planning Commission and the FMEP, and taking into account the divisional 
studies, a nationwide electronization program. 


The formulation of divisional electronization programs is based on analysis of 
the current status and the developmental trends both here and abroad. At 

the same time, its purpose is to manage the introduction of electronics in 
specific sectors of the national economy and the more rapid implementation 
of electronics in the production process. Efforts are being directed at 

the priority application of electronics to those sectors which are critical 
to the future development of the national economy. The emphasis is on R&D, 
qualitative changes, new funcational principles, designs, and entire technolo- 
gies in the priority) sectors and divisions, including the pursuit of progres- 
sive directions in the newly evolving field of automated information process- 
ing. The effective utilization of existing specialization and cooperative 
arrangements with CEMA countries and a further intensification of the 
international division of labor are essential in meeting these objectives. 


The chief developmental directions include: 


A. The electronization of production and nonproduction processes in the areas 
of: 
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--the control of continuous and noncontinuous production processes, 
--the control of nonproduction processes, 


-~~increasing the efficiency,of design, planning and programmatic work, of 
information systems and dat) a 


B. The electronization of “i wl industrial products, focused on: 
--products and equipment for vine production sphere, 
--products for final public and personal consumption. 


At the same time, these sectors have been directed, in conjunction with 
drafts of long-range development plans through 1995, to formulate similar 
electronization programs on the basis of which a long-range comp: chensive 
national economic electronization program will be set up. This program wil! 
include the goals and contributions of the sectoral electronization programs 
along with their material and technical assurance. These will be used, in 
fact, to establish priorities for applicational areas. For the actual! 
realization of these long-range comprehensive programs, state priority 
programs for the development of the material technical base of the electronics 
industry and a state target program for vigorous applications will be 
formulated. 


At present a draft of the “Long-Range Comprehensive Program for the Elect roni- 
zation of the National Economy” is being completed and preparations are under 
way to submit it to the CSSR Goverment Presidium. in the future it will be 
further modified to conform to subsequent work on the long-term development of 
the Czechoslovak economy. 


Electronics and especially microelectronics have recently become a fundamental! 
strategic factor in further economic growth in all economically advanced 
countries. Their use not only determines improvements in the existing struc- 
ture of machine building and other sectors of the economy, but is a factor 
which is fundamentally changing production methods and technologies, as wel! 
as the use values and social and working environments of individuals. 


Electronization, therefore, is undoubtedly of great importance to our soctety; 
it is an important component in the stimulation of further economic growth 

in the CSSR and is exerting a significant influence on sociecononic processes. 
Without eli ‘ronization it will be impossible to aseure the required levels 
of increased production, product innovation, effectiveness of international 
exchange, or the ever-growing living standard demands cf owr population. 

It is not an exaggeration to state that the electronization of the nat ional 
economy represents a program of organized efficiency. 


9276 
CSO: 2400/438 
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CZECHOSLOVAKIA 


WORK ACCIDENTS IN SLOVAKIA--Results of efforts to assure the safety and health 
on the job for the previows year and during the first 6 months of this year 
indicate that the situation has improved. However, we have not yet reached 
the levels which have been set by the Slovak Office of Occupation il Safety, 

as emphasized by yesterday's conference in Bratislava of representatives of 
federal and national ministries and organs of state administration on the 
development of accident levels both on and off the job. This means that we 
cannot rest on our laurels, but must search out possiblities for further 
reducing such injuries. The number of work-related injuries declined last 
year from the previous year, and this decline continued in the first 6 months 
of this year. Despite this, last year workplaces were short an average of 

4,386 employees per day due to accidents, and 4,267 employees were absent daily 
due to accidents during the first half of this year. Fatal work-related 
injuries mumbered 250 last year, with 115 occurring during the first 6 months 
of this year. The largest number of injuries occurred in the agriculture and 
food sector. This sector accounted for more than one-third of all work-related 
accidents, including fatal and serious injuries. /Text/ /Bratislava PRAVDA 
in Slovak 20 Sep 84 p 2/ 9276 


VANDALS ON SLOVAK TRAINS--Recently we published a Czechoslovak Press Office 
/CSTK/ report to the effect that the value of curtains that have disappeared 
from trains in the first 6 months of this year totaled more than Kee 1.051 
million. Total damages caused by thieves and vandals on passenger trains in 
the firet half of the year amounted to Kes 8.198 million. For instance, 
thieves made off with 1,419 wastebaskets, 102 rugs, mirrors valued at Kes 500,000 
and almost 5,000 light bulbs. Numerows readers have asked, after the publica- 
tion of thie information, whether the trains had been under the supervision 
of conductors or train managers or other railway personne!, adding that the 
individuals who take over control of a train should be responsible, among 
other things, for the items that are om it. Should a culprit not be found, 
any damages should be compensated for by the person «cr persons who were 
responsible for the train in question. Letters that we have been receiving 

at the editorial offices express the conviction that if a given train is handled 
well and browght to its destination by responsible individuals, then such 
damages would not be incurred. The opinions of our readers imply, in other 
words, that many conductors are not fulfilling their responsibilities. These 
letters indicate that it is even possible to travel frequentiy without «a 
ticket. Readers have aleo asked if inspectors still exist, because they have 
not seen one in years. Nor is it anv surprise that vandsaliem is abetted by 
incompetence and laziness on the job. /Text/ /Bratislava PRAVDA in Slovak 

4 Sep 8 p 2/ 9276 
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ECONOMIC SUCCESS DUE TO MEMBERSHIP IN SOCIALIST COMMUNITY 


East Berlin EINHEIT in German Vol 39 No 9/10, Sep/Oct 84 (signed to press 
17 Aug 84) pp 802-810 


GERMAN DEMOCRATIC REPUBLIC 


[Article by G. Mittag, member of Politburo and secretary of CC for Economics: 


“Economic Strategy of the Party Serves the Further Implementation of the 
Course of the Main Task"] 


{Text} The economic policy of our party continues to be determined by 

the course of the main task in its unity of economic and social policy, 

just aS it was established in 1971 by the Eighth SED Congress. This policy 
iS part and pe 'e' Gf our party's program for the further organization 

of the developed socialist society. It features the tasks resolved upon 

by the Tenth SED Congress with the economic strategy of the party. It 

1S Gesigned by way of extensive intensification to provide the necessary 
prerequisites for continuing in the circumstances of the 1980's to smoothly 
pursue the policy of the main task in its unity of economic and social] 
policy. 


The Tenth SED Party Congress had thus arrived at a decision of historic 
import. Its resolutions underlined the fact that the course initiated 

tor the gradual improvement of the people's material and cultural standard 
of living was not merely a matter of short-term tactics but a long-range 
policy. It is firmly based on the benefits of socialism and its increasing 


efficiency on the way to the organization of the developed socialist society. 


The toundation stones for the socioeconomic basis on which the benefits 

of socialism were to be increasingly more effective, were laid directly 
after the destruction of Hitler fascism as the result of the Soviet Army's 
historic victory. At that time, when our republic was foundec, the working 
lass--led by its Marxist-Leninist party--took over the commanding height: 
f£ the economy and created the people's ownership. Already in the year 

ur republic was established, the share of the socialist enterprises in 
industrial output amounted to 72 percent. The political and socioeconomi 
prerequisites for the socialist planned economy arose even then. With 
the leadership of the party, they were resolutely perfected, witness the 
fact that at the present time 100 percent of industrial production are 
manufactured in socialist enterprises--96.5 percennt in state owned and 

> percent in cooperative enterprises. 


Following the adoption of the economic strategy by the Tenth SED Congress, 
we are gearing up tor the new challenges of the 1980's. In this strategy 
our party has a complete concept, based on the immutable laws of socialism 
and experiences of a policy tried and tested for many years. It is designed 
to organize our further advance. Its realization up to this point has 
achieved results that persuasively prove the worth of our economix strategy. 
It 1s all the more important to continue to consistently pursue it and 
thereby strengthen the GDR in every way, because, as Comrade Erich tonecker 
noted at the Seventh CC Plenum. political stability, economic dynamism 

ana the continuing smooth pursuit of the unity of economic and sccial policy 
for the benefit of the people represent crucial factors of our contribution 
to the security of peace. 


The results achieved since 1971 and, especially, the 1980's, conclusively 
prove that the years since the Eighth SED Congress were the most successful 
and important for the political and economic consolidation of the GDR since 
its inception. The GDR‘s economic capacity was lifted to a new qualitatively 
and quantitatively higher standard. That is demonstrated by the following 
(among others): 


-- The produced national! income rose from M117.4 billion in 1970 to M210.1 billion 
in 1983. In the Same time span, the average annual growth of the nationa! 

income amounted to 4.6 percent. Not a single industrial country in the 

capitalist world is able to boast of such a long-term stable development. 


-- Labor productivity has improved significantly. In 1970 it took 23 working 
hours to manufacture industrial output worth M1,000, in 1983 only 12.5 
working hours. National labor productivity in the GDR is greater than 

in italy and is about on a par with that in Great Britain. We now have 

all the prerequisites for advancing further on the international scale. 


-- GDR industrial output grew (in comparable prices) from M214 billion 
in 1970 to M420 billion in 1983--it almost doubled. Industry's share in 
the national income continued to rise and now amounts to more than 70 percent. 


The dimensions of the economic results achieved after the Eighth SED Congress 
are even more apparent when we consider that profound and unprecedented 
changes have occurred in international economic circumstances since 1973. 
Backed by close economic and scientific-technological cooperation with 

the USSR and socialist economic integration, the GDR so responded by its 

own efforts that the smooth growth of the national economy was safeguarded 

at all times, and its sociopolitica! targets were met. 


We proceeded in two ways: 


First of all we initiated a development to produce more with less energy, 
raw materials and other materials. Already in 1976-1980, the specific 
“onsumption of nationally important energy sources, raw materials and other 
materials was lowered by an average 3.9 percent per annum. In 1981-1983 
the rate of decline speeded up to around 6.7 percent. For the first time 
ever we had managed to reduce specific energy and materials consumption 





i taster rate than the growth of output. That is a fundamentally new 


nomenon in our economic development and admired as such abroad. 


y we began to produce more domestic raw materials. Raw brown coal! 


ing was increased to 278 million tons in 1983. The 1984 economic plan 


ides for a rise to 283 million tons. Moreover, early in the year obligations 
e accepted tor an additional output of more than 5 million tons, now 

ed by another 6 million tons. When we add al! this, 294 million tons 

brown coal are set to be mined in 1984, 16 million tons more than in 

»» AS @ result the consumption of liquid energy sources and hard coa! 

i be significantly decreased. 


e Output was greater in 1983, absolute consumption (by comparison with 
: 
4.1 percent lower for nationally important energy sources, raw materials 
dd other materials; 


$5 Kilotons lower for rolled stee] in the metal processing industry. 


pat rresponds to a 4.1 percent reduction; 
‘33 Ki lotons lower tor cement in thc construction industry. That orrespond: 
in ll.7? percent decline. 
ire al! proot of our success in organizing the national rise in capacity 


> 


lamentalily new basis. 


we want to correctly appraise the full impact of the results recorded 
the past 13 years, we must also remember that they were achieved at 
1 rive ft exacerbation of the international situation with respect to economics, 
ind defense, and that this process is continuing. In economics 

his exacerbation is the end product of the eruption of serious contradictions 
i by imperialism. That applies to the surge of raw material prices--leading 
1 totally new price standard--and, at the same time, the policy of economi 
ur‘ m the socialist countries by boycott and embargo, a policy revived 
idy in the 1970's and increasingly evident in the early 1980's. A 
ire even at the time the GDR was established and its material base 

mpaired and deformed by the ynsequences of Wor!d Wai JI. this imperialist 
icy of embargo and economic warfare certainly has not the slightest hance 
success now. Precisely in this difficult international situation, the 
no miy experienced another economic upswing, it began to turn toward 
nsitication. 


transition to intensification was and is the only approach to make 


t turther economi jrowthn, without which no ocial progress 1S possible. 
ire nere are not mcernead simply with economi issues but questior 
1 fundamental social siaqnificance. We will continue as in the past 
onsistently struggle for their settlement. On the basis of our achievement 
ire able now to mtidentiy claim that the German Democratic Repub) i: 


icquired a highly efficient economy, in particular since the days of 


mGntn Sev ongr >, with annually growing ocial benetit for the 
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people. That is a persuasive reflection of the fact that socialism can 
develop new sources of growth by way of intensification. In his significant 
interview “On Some Topical Issues of GDR Domestic and Foreign Policy,” 
Comrade Erich Honecker, SED CC General Secretary and chairman of the GDR 
Council of State, said the following on the connection between the strengthening 
of the GDR and the efficacy of its contribution to the preservation of 
peace: “Based on the course of the main task in its unity of economic 

and social policy, initiated by the Eighth SED Congress and consistently 
implemented for more than 10 years, the GDR contributes to the consol idation 
of socialism and the rise in its international authority. Building upon 
this sound and safe foundation, the GDR potential for active influence 

in the struggle to secure peace has grown considerably.” 


All this successful development has been and is proceeding on the basis 

of the GDR*s being a staunch element of the socialist community of nations 

and a loyal ally of the USSR. The consolidation of socialism by the approach 
prescribed by the Eighth SED Congress, enabled the GDR by the side of the 

USSR and the community of socialist countries also to meet its responsibilities 
for the preservation of peace. Building on a stable economic foundation, 

we are successfully pursuing our course directed to the security of peace 

and the prevention of a nuclear holocaust, thereby frustrating the U.S.confrontation 
policy. Those are quite wrong, who believe in the upward draft of the 
emplacement of new U.S.missiles in the FRG to be able to turn back the 

wheel] of history by FRG revanchist attitudes. There is neither a “live 

German issue” nor a continued existence of the “German Reich” in the 1937 
borders. History has spoken long since: There is a capitalist FRG, and 

there is the socialist GDR. These are realities to be accepted by any 

policy claiming to be reasonable and peaceful. 


In talks held on 14 June 1984, Comrade Erich Honecker, general secretary 

of the SED CC and chairman of the GDR Council of State, and Comrade Constantin 
Chernenko, general secretary of the CPSU CC and chairman of the Presidium 

of the USSR Supreme Soviet, reaffirmed the resolution of the USSR and GDR 

in future also to energetically oppose the machinations of the enemies 

of peace and international cooperation--directed to the destruction of 

the international military balance. At the same time they stressed the 

need to struggle for the limitation of the arms race, the normalization 

of the situation in Europe and the world. 


New Stage in the Realization of the Economic Strategy 


The decisions adopted by the Seventh CC Plenum initiated a new stage in 

the realization of our economic strategy. When speaking of this new stage, 
we assume that, with a view to the implementation of the assignments for 
1984 and the preparations for the 1985 economic plan as well as the period 
1986-1990, Comrade Erich Honecker explained the basic qualitative directions 
for the ongoing prospects of our national! economy at the Seventh CC Plenum. 
it iS imperative to keep step with the dynamic development of the productive 
forces, achieve comprehensive intensification and secure stable bases for 


their development for many years to come. Consequently, having embarked 
on the new measures tor the further impr t of management, planning 
and economic accounting in some important 6 in the course of 1983, 

these measures were made applicable in tt ire national economy as of 


1 January 1984. 
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This entire development is in complete agreement with the transition to 

a higher stage otf socialist economic integration, initiated at the highest 
level at the economic conference of CEMA member countries. The GDR does 
everything possible to make an active contribution to its realization--by 
strengthening its own capacity and by the ongoing deepening of cooperation 
with the Soviet Union and the other CEMA member countries. 


How Does the GDR Conduct the Struggle for the Greatest Possible Labor Productivity? 


The improvement of labor productivity is still the focus and key issue 

for the realization of our policy, directed to the welfare of the people. 
In the period 19781-1980, since the Eighth SED Congress, labor productivity 
in industry has risen by 68 percent, an annual average of 5.3 percent. 

In 1981-1983 labor productivity increased by 17.9 percent on the basis 

of net output, amounting to an annual average of 5.7 percent. In the same 
period of time, improvements in labor productivity yielded 85 percent of 
the increase in industrial output. 


In order to properly understand the economic and indeed total societa] 
implications of labor productivity, we must always refer to the fundamental! 
economic law of the economy of time as discovered and formulated by Marx. 

As we all Know, this establishes the connection between society's expenditure 
of time for production and the development of society as a whole as we)! 

as of its individual members. “The less time society needs to produce 

wheat, cattle, and so on, the more time it gains for other kinds of production, 
whether material or intellectual. As in the case of each individual, the 
all-roundedness of its development, its enjoyment and activity depend on 

the saving of time. In the final effect all economics are resolved in 

the economy of time."* The improvement of labor productivity is of prime 
importance for this “gain in working hours” for other kinds of production. 

At the same time we see quite clearly that it is necessary to base the 
measurement of labor productivity and its development on the entire working 
time required to manufacture a product. In each enterprise and combine, 

this entire working time is represented by the expenditure of live and 
embodied labor. Only by reducing the expenditure of live and also embodied 
labor, is it possible from the national aspect to lower the total expenditure 
of working time and thus raise national labor productivity. 


This explains the importance of net production as the basis for measuring 
the improvement in labor productivity; after all, it does comprehensively 
reflect the economy of working time. Net production expresses the growing 
output performance in the unit of time, the rate of the lowering of energy 
and materials consumption as well as the better utilization of basic assets 
and, consequently, embodied labor. The national labor productivity of 

any country is ultimately measured by the volume of the per capita nationa! 
income of the working people. 


The conduct of the struggle for the greatest possible labor productivity 
therefore implies the struggle for further advances 


1. In the lowering of working time expenditure per product; 


82 





2. In the growth of net production per employed person and, at the sam 
Time, the lowering of energy and materials consumption as well as the reat ion 
of a higher current value by more refined processing and high-quality work; 


3. Im involving the labor force in the accomplishment of other nationally 
important tasks. 


What are the conclusions arising ~— werefrom? 


-- AS stated in our party program and the resolutions of the Tenth SED 
Congress, the main approach to improved labor productivity is determined 
by linking the achievements of the scientific-technological revolution 
with the benefits of socialism. In 1983, 95 percent of the growth in 
labor productivity were due to the utilization of scientific-technologica! 
results. The savings of working time made possible by scientific-technologica! 
measures increased from 422 million hours in 1960 to 545 million hours 

in 1983. That roughly corresponds to the yearly labor capacity of 300,000 
employed persons. Projected for 1984 are 622 million hours, corresponding 
to the annual working time of 342,000 employed persons. Al! this need: 

to be made tully effective for the enterprises and the national economy 

as a whole. 


-- One of the vital approaches to the improvement of labor productivity 
consists in greater emphasis on the introduction of robot technology in 
conjunction with the rationalization and automation of related technological! 
processes. It was decided at the Tenth SED Congress to put to use 40,000- 
45,000 industrial robots in the GDR by 1985, This was an assignment of extraor- 
dinary portent for the further strengthening of the CDR national economy by the 
greatest possible productivity. 


We have had ample confirmation of our expectations that robot equipmen 
is not merely a “supplement” to technology. Indeed it is turning into 
the point of crystallization and catalyst for the extensive modernization 
of entire technological processes. The mass introduction of industria! 
robots 18S becoming the decisive feature of a new rationalization push. 


At the present time some 35,000 industrial robots are in use in the GDR 
national economy., 4 times more than in 1980. Combines and enterprise: 

are now endeavoring to further speed the rate of production and, especially, 
the use of industrial robots and, in particular, raise the efficacy of 


ropot use. 


-- The rate of improvement of labor productivity must be faster than th 
rate of equipment with basic assets. The reason? The efficacy of eac! 
step tor the improvement of labor productivity is decided by the utilizati 
ind economy of the basic assets employed. In the years 1981-1983 we did 
already manage to adjust the rate of increase in labor productivity t 

that of basic asseet equipment in industry: [In the annual average labor 
productivity rose by 5.7 percent, basic asset equipment by 6.1 percent. 


* 


The achievement of a faster rate of increase in labor productivity by mparison 


to the rate of basic asset equipment is an important contribution to mprehensively 
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in the construction of rationalization aids in combines and enterprises. 
In fact new ftactories were set up with the combines and represent a 
great national potential. Already rationalization aids account for 23 percent 
of equipment investments in the scope of the industrial ministries. 
Not to be forgotten is the increase in the ejuipment of the industria! 
labor force with basic assets. In 1980 this amounted to M101,400 per capita, 
rising to M121,500 in 1983. The total stock  € basic assets of industry 
amounted to M343 billion in 1983; M218 billion are accounted for by equipment--a 
third is 5 years old or less, 58 percent |! years or les The proportion 
of automated plant in the total value of equirment is 51 percent compared 
with 33 percent in 1970. This demonstrates 1 SDR socialist industry 
enjoys comparatively modern equipment. 
Further Processing--Basic Direction of ir Industrial Development 
rhe basi jirection of GDR industria! development is detined as the further 
processing of domestic and imported raw materials. That is the method 
by which to achieve an overall growing socia! product from almost etationary 
raw material yields. 
rhe current status of further processing featur the following tacts: 
-— The 278 million tons raw brown coal mined in 1983 enabled us to producs 
81 percent of electricity from raw brown coa! rhe GDR consequently 
among the leaders in this field 
Roughly 30 million tons raw brown coal a er’ 1S raw material tor the 
production of refined chemical products. itilizgation of raw brown 
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me and proportion. ed in this ntext are process involving coal! 
jasitication ana que ction, the expansion t tr put put ft highly refractory 
BHT | brown al high-temperatur Ke to replace rd al coke and the 
Substantial increase in the producti: tf ie lust, in particular for 
use in the cement industry and other techn ical proce 
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In this context we must demand of every combine to increase the percentage 
of new products in its manufacture and achieve a constant process of renewa! 
for its output. It is imperative in the average of the national economy 

to renew one third of production each year. Of course such renewal! is 

not an end in itself; it is a means to the end of greater efficiency. 

The main function values of new products must conform to those of comparable 
international products. At the same time they must be turned out at costs 
permitting greater profitability than comparable products. 


More Consumer Goods for the Publi: 


The output of consumer goods, in particular on the basis of domestic raw 
materials is a fundamental element in the implementation of our party's 
economic strategy. Even stronger drives for the qualitative improvement 
and rationalization of the consumer goods industry must be undertaken by 
the combines and enterprises of the consumer goods industry itself and 
also by those combines which predominantly manufacture means of production. 
At the same time they are all duty bound even more resolutely to utilize 
their important scientific-technological potential and experiences for 
the manufacture of high-quality consumer goods in demand by the public. 
We need high-quality products, appropriate to the prestige, potential and 
economic development of the combines just as much as the products of the 
entire output program. 


Our party has always stressed the fundamental and tota! societal significance 
of the further increase in consumer goods output, both in volume and quality. 
The accomplishment of this task is directly linked to the goa! of socialist 
production--the steady improvement of the people's material and cultural 
standard of living. That is why the purpo.etu! development of consumer 

goods output in the combines manufacturing means of production does not 
represent a temporary phenomenon but a genera! and long-range orientation 
corresponding to the ultimate objective of socialist production. 


The Further Perfection of Our Socialist Planning 


Every success we have achieved and wil! in future accomplish, bases on 
the sound foundation of socialist planning and its further perfection. 


Socialist planning is built upon Marxist-Leninist teaching. It has evolved 
in the Soviet Union and, in the further course of the historic development 
of socialism, in the other socialist countries as in the 35-year history 


of the GDR. It has been steadily perfected and long Since stood the test 

of time. The existence of the countries of socialism and the economic 

status they now enjoy internationally are indivisibly linked with socialist 
planning as a historically new type of management, qualitatively distinguished 
from all earlier types of economics. By now these are immutable facts. 
Socialist planning is based on socialist ownership--on state owned, national! 
and socialist ownership and cooperative-socialist ownership. If 18 combined 


with the exercise of working class rule of the economy, this the most important 
sector of social activity. It signifies the unitorm management of the 
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national reproduction process in all its relations to the entire socia! 
Gevelopment according to the principle of democratic centralism. 





In the course of a Lengthy historic development process, socialist planning 
has evolved in the GDR on the basis of sound Marxist-Leninist principles 
and experiences. In complete agreement with the experiences of the CPSU 
and other socialist countries, our socialist planning is being steadily 
perfected. At the present time it features quite particularly the task 

of seeing to the achievement of comprehensive intensification so as to 

make it a permanent feature. This is a vital element in the process of 

the further organization of the developed socialist society. 


The perfection of socialist planning always assumes the crucial need to 

guard the unity of its basic components, in other words the unity of the 

state management of the national economy--spearheaded by the party--, and 

the mandatory assignments for and the balancing of the entire social reproduct ior 
process according to sectors, and for each unit of management by the state 

pian as well as the use of economic accounting as an incentive for advanced 
performances in the improvement of the cost/profit ratio. 


The basic direction of the further perfection of socialist planning in 

the GDR consists in the consolidation of democratic centralism in the meaning 
of an even better quality of central management and planning accompanied 

by the growing independent responsibility, democratic cooperation and creative 
initiative of the collectives of working people in enterprises and combines. 


The establishment of the combines was a step of fundamental importance 

for the further strengthening of democratic centralism. It proceeded in 
cons stent application of the teaching of Marx, Engels and Lenin on the 
process of the socialization of labor in the conditions of socialist ownership 
and the new stage of development of modern productive forces. ‘t is the 
vital feature of the combines that the circulation of intensively expanded 
reproduction in the combine is closed in all its determining ttages. The 
work otf the combines is directly and immediately governed by the assignment: 
of the state economic plan, classified by combines. This is the basis 

of management for the combines directly subordinated to the industria) 
ministries. Combine enterprises also are assigned state plan targets, 

are independent legal and economic entities and, just as the combine as 

a whole, operate in accordance with economic accounting. 


The development of the GDR and the way we tackle the tasks ahead show very 
clearly that it will take the extension of socialist planning, its further 
pertection on the basis of socialist production conditions and the continuing 
consolidation of the workers’ and farmers’ power to satisfy the interests 

of the working class and its allies, ensure the welfare of the people. 


Lenin was convinced “that the proletariat represents and realizes a typ 
Pp b i 


of social organization of labor superior to capitalism."* He was contident 

that socialism would produce a labor productivity superior to that of capitalism. 
Both his statement and his contidence derive’ from the expectation that 

socialism would evolve its own strength, relving =»: aarily on the consciou 
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be long and stony, albeit the only one promising ultimate success. 
We are resolutely advancing on this way. 


The continuing 


political 


task especially 


economic strengthening of the GDR ranks as a first priority 


in this 35th year since the German Democratic 


Republic was established, at a time crucial for the preservation of peace, 
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HUNGARY 


VIABILITY G@ SPECIAL FORMS GF WORK ORGANIZATION STUDIED 
Budapest PENZUGYI SZEMLE in Hungarian No 8&9, Aug-Sep 8% pp 660-667 


[Article by Dr Istvan Fenyovari, senior researcher of the Central Statistical 
Office's Economic Research Institute: "Special Forms of Work Organization at 
the Enterprises, About the Interprise Work Associations and Specialized Co- 
operative Groups*] 


[Text] As we very well know, various complementary and ancillary economic 
units have been operating during the past two years also in the national econ- 
omy's socialist sector, within the framework of the enterprises and cooper- 
atives. 


In view of the short time that has elapsed since the formation of these units, 
the available experience is sufficient only for a trendlike evaluation of the 
formulated objectives’ fulfillment. Although numerically the forms of wrk 
organization increased rapidly, especially in 1983, for the time being it is 
possible to only outline the reasons that led to their formation, the nature 
of their activities, their economic results, and the actual or expected ef- 
fects of these complementary economic units’ operation that are noteworthy for 
social and economic-policy considerations as well. 


Among the complementary and ancillary economic units, gay analysis will concen- 
trate on enterprise work associations and specialized cooperative groups; in 
other words, on the new forms of work organization within enterprises and co- 
operatives. I find this narrowing of the existing forms warranted because 
these organizations are the most important ones in terms of their economic 
weight. This is the area where the debates triggered by the arrival of the 
new businesses have been the fiercest. In other words, the situation of these 
"businesses" is special in terms of their socioeconomic characteristics. 


Eighty percent of the total personnel of the small businesses that were in op- 
eration throughout entire 1983 worked in this sphere, and this is where 73 per- 
cent of the income was earned. 


In the absence of adopted uniform terminology, we gay encounter classifications 
that include also the enterprise work associations and the specialized cooper- 
ative groups in the so-called second economy. On the basis of their economic 
characteristics, I believe that these forms belong rather to the first economy, 
as its new organizational units. 
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we could call these units “special brigades” that have been formed within 
the framework of existing organizations, through a meeting of the personal 
a enterprise interests surfacing under a set of conditions for economic 
accivity that are gore liberal than average. 


Terminology is not the only reason why the status quo gust be clarified. It 
is necessary to identify the place of these forms of organization mainly for a 
rezlistic assessment of their sconomic and, in some respects, social effects 
and interrelations; and aiso because it is important to determine how these 
forms of work organization can be integrated into the concept of the macroeco- 
nogwic management system's godernization now on the agenda, since organization- 


ally and financially they are closely linked to the enterprises and cooper- 
atives. 


Main Eoonomic Characteristics 


As a result of their very dynamic growth in 1983, the number of enterprise work 
associations and specialized cooperative groups trebled as compared with their 
number in 1982. The output in value terms of the nearly 9,200 enterprise work 
partnerships and 1,300 specialized cooperative groups can merely be estimated 
because only sales figures are available to measure their performance, and the 
bulk of their sales is value added. 


For reasons of accounting techniques, the customary output in value terms 
must be narrowed to value added because, in the case of enterprise work as- 
sociations, the enterprises and the work associations themselves do not 
charge for the materials, and the performance is accounting in the same way 
as in the case of custom processing. 


On the basis of the sales figures that are closely representative of the spe 
Cialized cooperative groups’ gross output, and of the output value calculated 
from the distributed net income in the case of the enterprise work partner- 
ships, we are able to obtain an approximate picture of the economic weight of 
these forms of work organization (see Table 1). 


Table 1. 1983 Output of the Enterprise Work Associations and Specialized Co- 
operative Groups (Billion Forints) 
Enterprise Specialized 
work asso- cooperative 


Industry 27.0 1.5 28.5 
Construction industry 12.0 2.3 14.3 
Agriculture 9.0 - 9.0 
Transport and communications 0.5 0.1 0.6 
Trade 1.0 - 1.0 
Other branches of material and 

honmaterial proguction LsS 0.3 =. 
Entire national economy 51.0 4.2 55.2 


In 1983, according to Table 1, slightly gore than 2.5 percent of industry's 
gross output, nearly 12 percent of the construction industry's gross output, 
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ang about 2.3 to 2.5 percemt of the gross national product were produced by the 
new formas of work organization operating within enterprises and cooperatives. 


If we take into account the general experience that work is better organ- 
ized, gore productive anc gore efficient under these new forms of work or- 
ganization, then the actual output in value terms gay account for an even 
larger proportion. 


The output is strongly concentrated on ending the bottlemecks in productive 
consumption and the shortages of capacity. The proportion of goods and ser- 
vices for personal consumption is rather modest (see Table 2). 


Table 2. Breakdown of the Total Sales of the Interprise Work Associations and 
Special Cooperative Groups (Total Sales = 100) 
For consumption 


Industry 98.9 1.1 
Construction industry 96.0 4.0 
Agriculture 160.0 - 

Transport and communications 96.5 3.5 
Trade 99.9 0.1 
Qther branches of galeria), and nonmaterial production 98,1 123 
Entire national econoay 98.0 2.0 


According to the Central Statistical Office's representative survey covering 
all of Hungary, the overwhelaing sajority of the enterprise work assoviations 
and specialized cooperative groups were formed to supply the production needs 
of their "*parent® enterprises and cooperatives, and they have concentrated 
their activity on this objective. As a rule, they supplied the demand of out~- 
side organizations, public agencies and the population only exceptionally, and 
in gany instances the “parent*® enterprises prohibited the supply of outside de 
mand. On the other hand, they placed with the worker collectives orders that 
gave thes continuous work and made their work better organized and gore °roduc- 
tive. 


In the absence of uniform financial conditions that are geared to the enter 
prises’ costs or--more acourately--are regulated centrally, a significant pro- 
portion of the worker collectives under the new form of work organization at 
the enterprises are using free of charge the necessary production assets, i.ée., 
the "parent® enterprises’ fixed and ciroulating capital. Where a use charge 
has been introduced (for example, as a percentage of sales, a function of the 
enterprise's capital depreciation, or adjusted to the average rate of over- 
head), the representatives of the enterprise work associations considered the 
use charge fair. The use charges employed at some places (from 5 to 10 peree,: 
of sales, for example) are far below the average overhead costs of the miter 
prises and cooperatives. Probably this too is « contributing factor in that 
the reported cost levels of the enterprise work associations and specialized 
cooperative groups are lower than the cost levels oi the enterprises and other 
forms of business (see Table 3). 
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Table 3. Cost Levels Under Certain Forms cof Business Organization 
(Estimates of the Ministry of Finance Chief Directorate of Control) 


Percent 
Enterprise work associations 21 
Specialized groups of industrial and service cooperatives 46 
Specialized groups of general consumer and marketing cooperatives 50 
Civil-law partnerships 72 
Private work associations 55 
Leasing 86 


In the case of work associations formed within enterprises, not only the "cur- 
rent costs of production" and the taxes on personal incomes are lower, but the 
capita. investment necessary to found and maintain the work associations also 
is more modest. This ties in with the organizational form, specifically with 
the fact that these businesses do not assume any risk (it is assumed by the 


"parent" enterprise that is responsible for the profitability of the business 
as well). 


To illustrate the capital intensity, in the following I present breakdowns of 
the per capita assets of an independent and an enterprise work association, 
based on estimates of the Ministry of Finance Chief Directorate of Control. 
Work association 

Independent Enterprise 


Capital investment 17,300 1,700 
Cash 30 , 900 10,400 
Initial share 9,200 1,200 


At the end of 1983, there were 98,000 workers in the enterprise work associ- 
ations, and more than 41,000 in the specialized cooperative groups. Their com 
bined total accounted for 3.9 percent of the average employment in the various 
branches of the national economy in 1983. In its breakdown, this total is 
strongly concentrated in industry where more than 8,000 (or 58 percent) of the 
139,000 workers were active in such organizations. The members of work associ- 
ations formed at engineering enterprises account for about half of the member- 
ship within industry. (See Table 4.) 


Table 4. terprise Work Association and Specialized Cooperative Group Members 
in Percent of Total Personnel 
Enterprise Specialized 
work asso- cooperative Jointly 








Industry 4.3 1.3 5.6 
Construction industry 6.7 6.5 13.2 
Agriculture 0.1 - 0.1 
Transport and communications 0.2 0.1 0.3 
Trade 0.1 - 0.1 
Other branches of material and nonmaterial 

_broduction 8.7 1.2 9,9 
Entire national economy 2.7 1.2 3.9 
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Within the enterprises, the nearly 100,000 members of the enterprise work asso- 
ciations are also the workers who do overtime regularly. Data on the amount of 
overtime put in per day, week and month are not available. Likewise from the 
representative surveys, we know of worker collect:\ves where the amount of over- 
time had to be limited ‘on the initiative of the euterprises' trade-union or- 
gans) in the interest of safeguarding the wrkers' health; elsewhere the men- 
bers of the enterprise work associations put in a minimum amount of overtine, 

2 or 3 hours per week. 


From the relatively uniform amounts of the hourly wages (8 to 85 forints/hour) 
and from the total net income paid, however, we may conclude that the members 
of the enterprise work associations that were in operation throughout all of 
1983 average 1.8 to 2.0 hours of overtime per day, in addition to their reru- 
lar 8 hours. 


If we take the upper limit of the average amount of overtime per day, in 
+983 the amount of socially available wrking time increased by 0.7 per- 
cent merely as a result of the enterprise work associations' operation. 


The results of numerous surveys indicate that the new forms of work organiza- 
tion within the enterprises mobilize the well-traincd workers whose performance 
and discipline are above average also during their regular hours. A likewise 
noteworthy result is that the enterprises, primarily since the formation of 
the enterprise work associations, are better able to retain their skilled work- 
ers, and their labor-turnover retes are generally lower. Obviously a no small 
role in this is played by the combination of an organizational form conducive 
to working more independently and creatively, with a system of economic incen- 
tives that ensures the closer harmony of the enterprise's interests with those 
of the individual. 


The amount of income paid to the members of the enterprise work associations 
and specialized cooperative groups in 1983 was already substantial. Together 
with the increasing number and memb<«rship of the new forms of work organiza- 
tion, also the net income rose rapidly in 1983 to a total of 5.0 billion for- 
ints, which was 2.5 percent of the national economy's wage bill. This propor- 
tion of wages, which is about the same as the proportion of gross national 
product, shows wide dispersion by individual annual incomes, and also by 
branches and activities. 


Per capita monthly earnings averaged 3,534 forints for the members of the en- 
terprise work asscciations that had been in operation throughout all of 1983, 
and 3,619 forints for the members of the specialized cooperative groups that 
had been in operation the entire year (see Table 5). At the former organiza- 
tions, 70 percent of the personnel falls within the 3,000 to 7,000 income 

bracket, but only 40 percent of the personnel of the specialized cooperative 


groups. 


Supplementary incomes played an important role in how the earnings, and hence 
also the living standards, developed of the members of the new forms of work 

organization. In 1983, real wages dropped 3 percent on average. On the other 
hand, it is certain that the real wages rose more or less of that part of the 
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Table 5. 1983 Incomes of the Members of Rnterprise Work Associations and Spe 
cialized Cooperative Groups (According to the Estimates of the Min- 
istry of Finance Chief Directorate of Contre!) 











Brackets of per capita Personnel Monthly income 
income (forints) (persons) {forints/person) 
0 tc 3,000 16,299. 1,741 
3,001 to 7,000 21,267 4,491 
7,001 to 12,000 1,737 8, 320 
_12,000+ 50 14.023 
Enterprise work associations jointly 39,353 3,534 
0 to 3,000 10,217 1,706 
3,001 to 7,0C0 9,665 4,662 
7,001 to 12,000 1,179 9,096 
_12,000+_ 229 16,778 
Specialized cooperative groups jointly 21,290 3,619 


population who worked also in enterprise work associations or specialized co- 
operative groups, because the Ministry of Finance estimates that the impact of 
the personal incomes in this sphere upon the national economy's wage level was 
more than 3.6 percent. 


The supplementary incomes' wage-level-boosting effect was the strongest in 
agriculture (7.27 percent), followed by the construction industry (4.1 per- 
cent). It was the weakest in transport and communications (0.4 percent) 
and health services (0.6 percent). 


Wages or--nore accurately--economic incentives differing in their conditions 
from the general ones are primarily the factor that has ensured the harmony of 
enterprise and individual (or group) interests within the operation of the en- 
terprise work associations and specialized cooperative groups as the vehicles 
intended to link the socialist large enterprises and the entrepreneurial small 
businesses. It will be remembered that the wages paid to members of enterprise 
work association: can be chargwd to the enterprise's production costs; i.e., 
such wages do not burden the enterprise's wage fund and do not trigger tax pen- 
alties. One of the main motives for setting up new forms of work organization 
has been "circumvention" of the limits of state wage regulation, and thereby 
the development of the financial conditions for a system of economic incentives 
that can boost performances more forcefully and can be brought into closer har- 
mony with them. For the time being, however, it is not possible to measure 
what other effects the new forms of work organization have had on the profit- 
ability of enterprise activity, besides alleviating the capacity shortages and 
manpower problems of the enterprises. 


As a rule, more enterprise work associations and specialized cooperative groups 
have been formed at the economic units whose profitability is below average. 


The capital-commensurate profitability of enterprises that have enterprise 
work associations is 2 percentage points below the average; and at enter- 
prises that do not have such work associations it is 5 percentage points 
above the average. 
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For the time being, there are no quantifiable improvements in profitability, 
and probably also the savings in cost management are only modest ones. These 
Savings can be evaluated mainly in conjunction with overtime pay within the 
enterprises and payments to outside workers. 


I will attempt to evaluate partialiy in context with the system of economic 
regulation, and partially from the viewpoint of economic policy's long-term 
objectives, the experience to date with the operation of the new forms of work 
organization at enterprises and cooperatives . 


The system of wage and income regulation, which is an integral part of the sys- 
tem of economic regulation, is geared essentially not to the performance (pro- 
fitability) requirements of production activity, but to ensuring the conditions 
of equilibrium. 


In the domestic allocation of resources that is determined by the condi- 
tions of equilibrium, only specific national economic objectives of high 
priority enjoy special treatment from time to time, in the form of indi- 
vidual wage preferences. 


The system of material incentives for the complementary and ancillary economic 
units within enterprises and cooperatives, however, is performance-oriented, 
and basically the enterprise sets the requirements that this system must meet. 


Both forms of remuneration function with due consideration for economic reason. 
Essentially the state regulation of wages gives preference to the national eco- 
nomic interest; and the regulation of wages in the new forms of work organiza- 
tion gives preference to the enterprise interest, through the individual (or 
group) interests. 


The appearance of the new forms of work organization seems to have produced al- 
so other favorable changes besides strengthening enterprise independence. 


--At the microeconomic level, the tension has been relaxed that was caused, on 
the one hand, by the limits of state wage regulations; and on the other, by 
the effects of restrictive enterprise income regulation. It has become possi- 
ble to separate a certain--for the time being small--proportion of earned in- 
comes where remuneration can be linked more closely to performance than on 
average, and where the economic stimulation and recognition of performance can 
be improved so long as this does not come into conflict with the enterpris«'s 
interests. 


--Although limited, a sphere of the labor market has nonetheless been estab- 
lished where supply and demand of the activities determines wages. However, 
the wages determined in this manner contain also "cyclic" elements that are 
caused by capacity bottlenecks, a shortage economy and--to an extent that is 
not at all negligible--the lower-than-desirable level of the enterprises' cost 
sensitivity. 


--There has evolved a circle of workers who are actually doing work of better 
quality, and not merely according to the groups' high-sounding names; and 
whose turnover rate is linked not to administrative interventions, but to 
group interests concentrated on performance. 














--The new forms of work organization functioning within enterprises have not 
accelerated for the time being the processes that enhance the transformation of 
the structure of enterprises by size, and the establishment of the necessary 
number of small enterprises that are able to adjust flexibly and operate inde- 
pendently. By their activity, however, they are contributing toward the con- 
tinuity of their "parent" organizations’ production, the more efficient util- 


ization of invested capital, and the liquidation of shortages in supplying pro- 
ductive consumption. 


In addition to these positive changes, however, we must reckon with certain 
tensions that may stem from the different operating characteristics of the new 


forms of work organization, as compared with the general conditions of economic 
activity. 


Indeed, not the contradictions of the state regulation of wages or the appear- 


ance of small businesses, but the coexistence of two different systems may be 
a source of a type of tension. 


Any central price and wage measures to curb consumption will affect differently 
the situation of employees working exclusively for state organizations, and of 
those working in the new forms of work organization as well. By raising the 
price of their labor power and/or their performance, the latter are able to 
compensate for any decline of their real incomes. The existence of this sphere 
could increase the danger that, among the subjects of the divided labor market, 
the relative situation of those who work exclusively within the framework of 
state wage regulation may deteriorate. Those who work also in the complementa- 
ry economic units will be able to keep pace with the changes without any signi- 
ficant lag, because the persisting manpower shortages and capacity bottlenecks 
will create a "seller's market" for them for some time. 


It may be important also from the viewpoint of economic policy that the spread- 
ing of performance-oriented remuneration, parallel with the increasing number 
and growing economic weight of the complementary economic units, is exerting 
ever-greater pressure on state regulation of wages and could force changes in 
it even before the macroeconomic conditions for lifting the limits are ensured. 


It will be expedient to anticipate already now that the coexistence of the two 
different systems of remuneration can only be a temporary situation, and that 
the eventual solution will be to bring the two systems closer to each other. 
Modernization of the regulation of wages and earnings is one of the key ques- 
tions of macroeconomic management, and in all likelihood this will be possible 
only as the situation of the national economy improves. The question is to 
what extent is it expedient to advance or simulate, by means of the now oper- 
ating complementary and ancillary forms of work organization, the eventual 
state regulation of wages that will be geared more closely to differences in 
performance. 


Strictly from the viewpoint of national economic interests, this experiment in 
its present form contains also questionable elements. 


In conjunction with the operation to date of the new forms of work organiza- 
tion, an undoubtedly important conclusion is that the founding and rapid 
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spreading of these economic units have been motivated by the ability of the 
enterprises to charge wages to their production costs. Without this possibil- 
ity, it is certain that fewer enterprise work associations would have been 
formed, regardless of the magnitude of the capacity shortages. 


It is important from the viewpoint of not only absolute performances, but of 
offsetting the outflow of purchasing power in the form of wages as well, that 
the wages paid to these worker collectives are "cost forints," much softer 

than the "wage forints" regulated by the state. Although this may not loosen, 
but neither does it tighten the requirements that result in higher performances 
and production's increased efficiency. 


From the viewpoint of economic policy, the question may arise as to what should 
happen to the complementary and ancillary economic units, which presumably will 
continue to increase, once the external and domestic conditions improve. The 
solution will probably lie in the processes that, in accordance with the con- 
cept of macroeconomic management's further development, will enable these pecu- 
liar forms of work organization to become either integral parts of the enter- 
prises’ production activity during regular working hours, or separate and inde- 
pendent businesses where individual interests and market demand meet, depending 
on what will be economically sensible and necessary. 


Social Effects 


It would be a mistake to start out from the economic weight of the complementa- 
ry and ancillary economic units when assessing society's response to their em- 
ergence and operation, and the justifiable or merely emotionally motivated con- 
flicts. 


What is important to society's members is not the size of the second economy 
that functions alongside the state sectors or integrated into it, but that in 
the social division of labor there exists a sphere where the rules of the game 
are different and not everyone can enter, but where entry is tantamount with 
opportunity to attain a standard of living (much) better than average. 


In my opinion, the conflicts triggered by the emergence of the new types of 
complementary and ancillary economic units stem from the economic problems for 
whose solution only stopgap measures have long been substituted, for objective 
and subjective reasons. 


The question in this approach is whether the emergence of the complementary and 
ancillary economic units, as another stopgap measure, will provide the condi- 
tions for a more sensible and fairer distribution practice and perhaps become 
the start of a favorable evolution. These expectations seem to be excessive. 


The fact that our system of economic incentives has become a "two-tier" one 
could lead also to society's polarization. For the majority that falls within 
the limits of the state regulation of wages, it is of no interest that the 
workers who put in overtime and moonlight are attaining their more favorable 
financial situation and higher living standards by increasing their perform 
ance. All that this majority sees is that it has no opportunity to defend it- 
self against the central measures to curb consumption. 
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For the majority it is likewise immaterial that performance-commensurate 
remuneration is paid for work that is done predominantly at the expense of 
the worker's spare time. The essential thing is that some members of so- 
ciety are able to attain circumstances such that the remuneration they get 


is controlled not by administrative regulations, but by the law of supply 
and demand. 


Society's opposition to a system of remuneration that the complementary and 
ancillary forms of work organization have made a two-tier one, and to the addi- 
tional incomes earned in this manner, may intensify especially now when the 


customary trend of the living standard's improvement has been interrupted and 
society itself is being forced to tighten its belt. 


At the same time, the question is being asked (not generally, but with increas- 
ing frequency) whether the financial conditions for rewarding additional per- 
formances should be ensured during regular hours. 


The following quote is from the view of a member of an enterprise work as- 
sociation: "Work during regular hours should be organized in such a way, 
and such working conditions should be ensured (by eliminating idle time 
spent waiting for materials, by replacing the obsolete machines, through 
better preparations, by tightening labor discipline, etc.) that it will 
become possible to raise performances and also wages, commensurately with 


them... to earn in 8 hours the same income that it now takes us 12 to 
14 hours to earn." 


According to certain concerned views, putting in overtime regularly at the 
expense of spare time can have harmful social consequences: the money to in- 
prove one's living conditions must be earned increasingly at the expense of 
rest, recreation, family and social life, self-improvement and culture. 


Others are of the opinion that organized overtime provides more room for making 
one's love of work and of his profession useful to society, for developing the 


individual's abilities, and for acquiring quantitatively more and qualitatively 
better consumer goods. 


The basic question, in my opinion, is whether organized overtime is merely an 
opportunity for a wide circle of workers to utilize their skills, or is it a 
type of economic necessity. 


1014 
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HUNGARY 


ECONOMIC EVOLUTION BEING REPLACED BY SPOT POLICING 
Budapest FIGYELO in Hungarian No 40, 4 Oct 84 p 7 
[Article by Karsai: "Campaign"] 


[Text] We would think that almost half a year after tine April session of the 
Central Committee--which took a position approving the further development 

of the economic mechanism--the press might have been flooded with articles 
debating and explaining the tasks and mobilizing society. Well--at least up 
to now--this is not in evidence, and in fact there have been decidedly few 
articles dealing concretely with the desired changes. 


At the same time there has been a striking increase in articles dealing with 
control. Hardly a day passes that we cannot read in one of the press organs 
about this subject. A revealing of the actual situation would be a cause for 
express happiness if it were not stuck too frequently on the surface, if it 
were not excessively coupled with the illusion that it will be possible to 
overcome the negative phenomena with new statutory provisions, more consistent 
control over their observance and stricter sanctions. Although the decisions 
that have been made on the reform and its continuation come precisely from the 
realization that it will not be statutory provisions and instructions directly 
targeted at the phenomena that will result in success but to a much greater 
degree measures designed to transform the transmitting and operational 
mechanisms. 


There is hardly a newspaper in Hungary which in recent months has not dealt 
in some way with the Bosnyak square mafia and made it responsible for the high 
prices of vegetables and fruit. Less has been said about the unfavorable 
weather, and particularly about the declining production spirit on the large 
farms. But the reader does not receive any information about who belongs 

to this mafia, what are the conditions that serve to nourish its flowering, 
or why, what kind of interests, and what kind of compulsions lead the pro- 
ducers and shopkeepers to use the services of the "mafia practitioners." 

Thus some of the outside observers--in whose minds these qvestions do not 
even arise--are perhaps reassured by the new statutory provision forbidding 
commercial chain organization and by more strict controls in the future. 

But most people know that it is not possible to put a controller beside 

every sack of paprika, and if a few ring leaders are brought to account--even 
if it improves the situation--it will not solve the problem. In this regard 
it is worthwhile to quote Tamas Sarkozy's idea from his book “Jogi felelosseg 
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a nepgazdagban" [Legal Responsibility in the Economy] according to which: 
“Calling to account someone for mistakes which others commit without punish- 
ment has the taste of settling scores; in such cases the suspicion is hardly 
without foundation that the real cause of the calling to account is entirely 
different from what is set forth in the procedure.” 


The atmosphere of the control campaign reflected in the press suggests the 
necessity to limit market conditions. Without economic analysis, however, 
decisions that are made in response to compulsion to take measures can be 
dangerous. It would be harmful if indeed the conflicts accompanying the 
building up of the market were solved by dismantling and not by further 
strengthening competition. Let us not forget, for example, that a significant 
ratio of the small farmers who produce a great share of the fruit and vegetables 
more economically than the large farms still do net have, in practice, alterna- 
tive marketing possibilities appropriate to their interests. 


It can hardly be disputed by anyone that control is necessary. At the same 
time, the control methods are obviously in a close reciprocal relation with 
the economic guidance system. Therefore, it seems that the relative silence 
around the reform and the campaign related to control are in harmony with 
each other. Thus changes are needed in both, and not only in the press. 


6691 
CSO: 2500/27 
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HUNGARY 





PRICE OFFICE FXECUTIVE DISCIUSSFS PROFITS LAW 
Budapest FIGYELO in Hungarian No 40, 4 Oct 84 p 1, 7 


[Interview with Mrs Laszlo Hubner, department chief of the National Material 
and Price Office, by Gabor Karsai; date and place not specified] 


[Text] Preparation of the law to forbid unfair economic activity is under- 

way. This is also making it necessary to examine various Statutory provis- 

ions--including the one on the determination of unfair profits. The follow- 
ing is an interview on this matter with Mrs Laszlo Hubner, department chief 

of the National Material and Price Office. 


[Question] What do you regard as the main task of price control--control over 
enforcement of the statutory provisions or investigation of the operation of 
the price mechanism? 


[Answe.] The goai of price control is to uncover and impede violations of the 
rules, if possible to prevent their violation, to examine the causes for 

the irregularities and initiate the necessary calling to account. All this, 
of course, is in order to make the operation of the price mechanism more 
effective. Annually there are in Hungary about 90,000 investigations, and 

in 1983, for example, about one-fifth of these cases resulted in some kind of 
sanctions or measures. There was a significant increase in the number of 
severely sanctioned cases; this was not due to laxness in price discipline 

but was a result of stricter judgments. 


In addition to the general control aspects, one of the important tasks of 

this year's investigations is to observe the effects of the price regulation 
and other changes. Thus, for example, are the achievements promised in the 
requests for exemption from administrative rules being realized by enterprises 
listed in the competitive sphere? The 1984 investigations must give definitive 
information also on the price work of economic units working under the new 
organizational forms; we are examining in all areas whether the economic units 
are observing the rules and to what extent they are able to meet the require- 
ments. 


[Question] Do the enterprises dare or can they "play price politics"? 
[Answer] According to our experiences, buyers are accepting in increasingly 


more limited scope the automatic passing on of cost increases. Also, the 
statutory provision makes this impossible in the case of raw materials and 
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in by far the greater part of the processing industry. The so-called 
“leading” economic organizations--for whom in the case of domestic price 
changes, the export price-level change and profitability are standard--have 
raised, in general, their prices to a lesser extent. Among other things, 
this is one of the reasons for the fact that various enterprises received 
exemption from administrative restrictions. 


The prices of the minor enterprises are established, in general, lower than 
those of the “leading” enterprises, At the same time, a restraint is put on 
the exploitation of the price-increase opportunities which have been made 
possible for the leading enterprises by the statutory provisions. 


The enterprises avail themselves in both directions of the opportunity for 
price differentiation and strive for the development of symmetrical prices. 
For the most part, they adhere to the decentralization in the free-price 
increase and the prescribed delays in the case of various increase suspen- 
sions. In general, their attempts at price increases are well founded and 
supported by price planning. 


[Question] Are there signs of price competition and price bargaining? 


[Answer] Not many for the time being. Among certain products--for example, 
clothing and furniture--the decline in domestic demand has livened couapetition 
somewhat. The decentralization of the economic organizations that was accom- 
panied by the development of enterprises with the same profile had an effect 
in this direction, In certain areas--for example, computer technology, con- 
struction industry, planning and services--where a significant number of small 
businesses has appeared, the competition already limits realizable prices. 
Otherwise, the prices of small businesses are frequently lower than those of 
the traditional organization, but despite this because of lower costs they 

are able to make greater profits. Price projections, however, are frequently 
not made at all and the documentation related to price adoption may in some 
cases be completely lacking. 


[Question] Are such profits regarded as unfair? 


[Answer] According to the current statutory provision, profit is unfair if the 
economic organization attains it by violating the statutory provisions on price 
formation, particularly if the price is disproportionately high. In practice, 
however, the case for an unfair profit is established only if the price is 
disproportionately high. For example, if only the statutory provision on 

price projection is violated with a disproportionately high price, the price 
authorities start rule violation procedures only for irregular price 
calculation. 


[Answer] Thus the definition of the statutory provision for unfair profits 

is already uncertain. In specific cases the uncertainty is still greater, and 
it is not only the enterprises and controller but frequentiy the different con- 
trol organization themselves which do not agree with one another. Understand- 
ably this scares the economic organization from undertakings called for by 
economic policy. 
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[Answer] Time has overtaken the category of unfair profit. It is contradic- 
tory in principle, too, if we regard the profit attained as possibly unfair 
while at the same time we give incentive to enterprises to undertake economic 
activity. As I already indicated, however, we have in practice put price 
symmetry at the center of our investigations since 1980. 


It is well known that with the further development of the price system, 
calculations in the future will be prepared not in the interest of document- 
ing costs but of making better substantiated economic decisions. Thus 
different degrees of profit can be realized on individual products. This 

will also make it impossible to classify one element of price--namely, profit-- 
as fair or unfair. Therefore, in the future it will be to the point to 
exchange the concept of unfair profit for the category of unfair price. 


[Question] Does this mean that in the future a profit, no matter how large, 
may be fair, while unprofitable products may also have an unfair price? 


[Answer] Yes. For example, if the product is new it is proper that this 
should be reflected in its price, that is, a higher profit is fully justified. 
But if the production price of a product is unjustifiably high--as compared 

to a similar foreign or domestic product--and therefore the price is also 
high, then in this case the price is unfair even though it does not include 

a filler of profit. 


The concept of an unfair price must be applied to both the economic organiza- 
tion and the so-called small-business producers. In the case of the official 
price form an unfair price means a higher price and in the case of protective 
price (vedoar) a lower price. In the case of a free-price form the price 

is unfair if it is disproportionally high and higher than the prescribed 
import price limits; and if it is realized by violations of orders regarding 
the observance of foreign trade prices for energy sources, industrial raw 
materials and semiprocessed products. Similarly, we include here price 
formations arrived at by violating rules for enterprises or product groups; 

or if the price is raised by omitting the prior reporting obligation or before 
the expiration of the deadline prescribed for the suspension of a price 
increase. The price is also unfair if there has been a quality deterioration, 
or if the enterprise does not take into account state support serving to 
protect the price level at the time the price is formed, Outside of price 
formation adjusted to foreign trade prices, the price is unfair also if the 
enterprise regularly implements permanent increases in costs but not permanent 
decreases in costs. 


[Question] When are prices regarded as disproportionally high? 


[Answer] The price is disproportionally high if it is not in harmony with 

the price of similar or replaceable products, that is, if it does not fit 

into the price ratios that have developed domestically. In judging whether 

it is proportionate or not we must take into account the physical and chemical 
properties of the product, its size tolerance, durability, the permanence 

of its characteristics, the mode of packaging, delivery schedules and avowed 
deadlines, as well as conditions of sale like the size of the order, and the 
service, freight and payment conditions. 
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The price is not disproportionally high if justified by the supply and demand 
relations--also including area differences. But the price is not justified 

by supply and demand if it is designed to recover excessive out lays--for 
exap>'!:, such as may be caused by poor work organizations~--or if the enterprise 
instead of adding to the variety that is sought for on the market puts out 
instead a product of the same use value at a higher price. 


[Question] The concept of an unfair price is undoubtedly clearer than <hat 
of unfair profit. But it appears from the foregoing that the practical 
problems will hardly be less difficult. How will it be possible to compare 
the conditions of import that exist only theoretically with those of the 
domestic product, or how can it be decided that excessive costs are included 
in the price of the product? 


[Answer, The price controllers had to adjust in recent years to the changing 
price mechanism; in many areas a formula-type, accounting control has not 
been possible, and increasingly greater emphasis has been placed on an 
analysis-control character of work, comparison with foreign crade prices, the 
examination of price ratios, and the gracing of enterprise business policy. 
In those areas where the formation of prime-cost continues to be characteristic 
it will be an importact task to examine cost justification. But we want to 
do this in a more modern way than up to now, not by an accounting of the form 
and method of general cost distribution but by emphasizing planning and sav- 
ings in management. But in this area, too, the basic requirement will remain 
the proportionate price. The scope of control work will be expanded. It 
will be directed primarily at the discovery of factors that inhibit market 
competition, and at the prevention of realizing economic superiority in the 
cost. 


[Question] According to the material that summarizes the lessons of 1983 
price-control work, “the investigations showed no abuse of economic superior- 
ity.” This is contradicted by everyday experiences, and creates doubts about 
whether this phenomenon can be controlled. 


[Answer] As I have said, in the future we want to devote much more attention 
to this subject. Clearly, price control is not in an easy position, but in 
the end price control will have to adjust to the requirements of the economic 
mechanism, and not vice versa. By the end of October we must develop a new 
methodology for next year's control work. 


[Question] I think it is doubtful even if abuse of advantage is established 
in given cases that the government w‘ll have the strength to impose sanctions. 
In recent years, even with a general tightening, the granting of individual 
exemptions has been characteristic. It appears that some of the monopoly 
enterprises are, in certain respects, in a position of superiority vis-a-vis 
economic guidance, But price control can hardly substitute for competition. 


[Answer] Price control is a part of market supervision, The most important 
area of price control activity is tne strengthening of competition and the 
supervision of the fairness of competition. This includes initiatives for 
the modernization of the organizational system, including--where rational-- 
the decentralization of monopolies and the creation of new enterprises. 
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Naturally, it is favorable also from the point of view of price control if 
more than one enterprise produces a given product because in this way it is 
much siapler to judge whether prices are proportionate. Moreover, I believe 
that the resolute further development of the economic guidance system includes 
the resolve to permit hereafter a more limited scope of exceptions. This, 
too, may create better conditions for the work of the price controllers. 


6691 
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FORMER MEMBER OF CSEPEL TRUST FINDS PROBLEMS, ADVANTAGES 
Budapest NEPSZABADSAG in Hungarian 12 Oct 84 p 5 


[Interview with enterprise party secretary Tibor Polgar, economic director 
Laszlo Nemeth and chief builder Laszlo Pasztor by Judit Kozma: “One Year 
Later at Csepel: What Did Independence Give to the Special Machine Factory?"; 
date and place not specified] 


[Text] Let me begin an objective account of the Csepel Special Machine Fac- 
tory's economic results and problems with a subjective statement, i.e., one 
which is based not primarily on facts but rather on a great many conver- 
Sations: it appears that the peuple of Csepel have recovered from the shock 
which was caused by last summer's shutdown of the Csepel Iron and Metal Works 
Trust and by the fact that the enterprises became independent. The many kinds 
of misgivings which accompasiy organizational changes have vanished for the most 
part, and today the future looks more promising for the people of Csepel. 


Signs of the New Mentality 


The placid atmosphere and the more favorable opinion of independence take 
nourishment from facts, first and foremost that the enterprises’ financial 
Situation and system of interests were modified in connection with the organi- 
zational change. The trust, namely, was unable to cover the debt burdens of 
tiie previous important expansions from the steadily decreasing profits; it 
became a financial impossibility. However, the Hungarian National Bank arranged 
the enterprises’ credit installment payment obligations in such a way that no 
one factory finds itself in a hopeless situation. : 
Moreover, although the trust's protective umbrella, which provides security, 
has disappeared, what has also vanished is the trust‘s “big hat,” which blurred 
the distinction between good and bad economic units. Independence and the 
direct connection with the price and regulatory system have created interest 

in improving profitability, in increasing profits, and this is an efficient 
force of attraction for the enterprises. 


It is not as if the altered circumstances have put an end to all problems; 
after all, the hardly more than one year was sufficient at most for the initial 
steps toward permanent improvement of management and clarification of condi- 
tions, not for radical changes. Products which do not always conform to the 
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market, high expenses and problems of quality will continue to cause a Iiot of 
headaches, and catching up with average industrial profitability is still a 
very arduous task. But in the first year of their independence the Csepel 
enterprises--despite earlier misgivings--did not collapse, and indeed, though 
not in equal proportion, they were able to increase their production and their 
exports, and their profits are more than in the comparable period of last year. 


Implementation of the economic development programs has begun, and if for the 
time being this cannot be measured in truly spectacular results, the develop- 
mental work aimed at modernizing the production structure has picked up per- 
ceptibly in intensity, and accommodation to the market has improved. And 
though the reciprocal deliveries here are not free of the notorious industrial 
maladies, the experiences of the past year show that the advantages of coopera- 
tion resulting from the trust organization do not fall victim to the organi- 
zational change. In fact, they can assert themselves even more vigorously 
with the open clash and harmonization of interests. 


These are all important facts since they graphically demonstrate that indepen- 
dence has been beneficial to the Csepel enterprises. But the helpful effects 

of independence are perhaps better reflected in the way of thinking whose 

Signs are today already perceptible in the factories. One can and must, on 
one's own resources, find the solution to problems and the potential for renewal. 


Investment Tensions 


What kinds of possibilities are seen and where are the solutions sought by the 
Special Machine Factory, which manufactures mostly large-scale metallurgical 
and power-engineering equipment? We discussed this with enterprise party 
secretary Tibor Polgar, economic director Laszlo Nemeth and chief builder 
Laszlo Pasztor. 


[Question] In what sort of starting situation was the Special Machine Factory 
able to begin independent operation? 


[Answer] It was characteristic of our enterprise at the end of the 1970s, as 
it was for the majority of Csepel enterprises, says Laszlo Nemeth, that we made 
significant investments to expand both of our important manufacturing branches. 
We spent 600 million forints for heavy machine manufacture and for expanded 
production of nuclear power plant equipment, and in this way we nearly doubled 
our capacity. The prospects for growth looked realistic, and the demand for 
our products was so great that we were able to choose from among customer 
orders, and the long-range forecasts promised a stable market. In the end, 
however, these ideas did not stand the test. Our production did not grow at 

a pace which would have enabled us to cover the investment debts. The 
problems came to a head in 1979-80: the enterprise was losing money. Instru- 
mental in this, of course, were the tightening of the domestic investment 
market and the significant increase in expenses--material and energy prices, 
interest rates--but our production development work and our accommodation to 
the market were not adequate to enable us to compensate for the changes in the 
external environment. 
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We sell roughly half of our products abroad, Tibor Polgar breaks in. We've 
supplied the Soviet Union with pressing machines for the rubber and synthetic 
materials industry for a long time, and we've shipped precision tube-making 
units to Austria and Irag, for example. We prepared for the increase in capi- 
talist exports with the just mentioned large-scale expansions; we didn't have 
enough experience, however, for expanding exports to the degree imagined. 

But it also became obvious that there was a great need for further efforts to 
expand exports and retain socialist markets. So the powerful production 
extension to modernize existing products and design new ones got under way. 

We performed a comprehensive survey of the domestic market--on the basis of it 
we succeeded, for instance, in manufacturing metal constructions worth 40-50 
million forints for the mining industry--and in the end we managed to halt the 
production decline. We stopped losing money, and the enterprise has turned a 
profit since 1981. We've moved away from the rock-bottom point, but our pro- 
fitability is still low. Becoming independent has gradually brought the 
problems stemming from this to the surface. 


[Question] How is it possible to overcome these problems? 


[Answer] For one thing, there's a very powerful constraint, replies the party 
secretary. The resolution which regulates our situation has driven us into a 
corner. Financial assistance in itself does not rescue the enterprise. In 
order for us to be able to stay on our feet we must achieve a profit of 63 
million forints this year, as opposed to 26 million in 1983. To be perfectly 
honest, our first thought was: who believes that this can succeed? 


A very important step in this, continues the economic director, was that we 
changed the personal involvement system of the production units at the same 
time we became independent. There has been semi-independence up to this point, 
but only production mattered, and just how much this production comes to was 
not built into the system. Today it's not the production value that counts 

but rather the output of finished goods, and the production result in proportion 
to the sales revenue stands in the center of personal involvement. Starting 
this year, the interest on investment credit is also included in expenses, and 
the factories pay the penalties. Under the influence of all this, conduct 
underwent a considerable change; for example, factories struggling with a lack 
of orders began to go out looking for customers. Improvement in the Special 
Machine Factory's results stems decisively from better factory work, although 
the change in production structure contributed to a small degree. 


[Question] Appraisal of the situation about a year ago showed that one of the 
enterprise's biggest problems was the underutilization of capacity, which 

could be changed principally by the manufacture of new products and the expanded 
production of long-range products. What kind of products does this mean for 

the future? 


[Answer] The appraisal of our product structure preceded the elaboration of 
our economic development program, says Tibor Polgar. Our starting point is 
that we have marketable products whose manufacture can be maintained over the 
long run through technical development work. Among our metallurgical instal- 
lations, for example, tube-making equipment for rolling mills and foundry 
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equipment look promising, and we see very great possib_lities in the manu- 
facture of robots. The production of pressing machines for the rubber and 
synthetic materials industries continues to remain important; experience shows, 
namely, that the Soviet Union's requirements are growing. Here, however, 
reducing the material consumption rate is very essential; we are unable to 
increase the prices of metallurgical products. We therefore began a value 
analysis of the pressing machines so that we will be able to turn out more 
modern products less expensively. We would like to become involved in producing 
equipment for the chemical industry as well. Among the power engineering pro- 
ducts, the repair equipment for nuclear power plants is tantamount to a modern 
production mix, although the fact that our capacity is greater than the demand 
causes a lot of problems. 


We see the greatest possibilities perhaps in robot production, says chief 
builder Laszlo Pasztor. The work force in factories is dwindling, and sooner 
or later metallurgy will have no alternative but to find substitutes for heavy 
physical work. This creates a market for our robot manufacture. We've been 
working on this subject for 10 years, and now finally we're able to start on 
the solution. We bought a Japanese license for it, and we'll continue to 
improve it. This is a 5-year program--we want to manufacture 100 robots during 
this time. Naturally, the robot is not enough; its manufacture makes sense-- 
because then the sale can really be profitable--if we provide a complete work- 
place and can recommend them for our ready-made factories. 





Robots for Metallurgy 
[Question] How far advanced is this work at present? 


[Answer] There are already two robots here in the factory, and according to 
plans the automatic system will begin to function next autumn in the Csepel 
Ironworks. In the interest of starting up as soon as possible, the Special 
Machine Factory, the Ironworks and the Industrial Center have made a joint 
undertaking in work competition, in accordance with which we are automating one 
of the Ironworks’ manufacturing lines with an industrial robot system con- 
sisting of two industrial robots, one manipulator and the peripheral units 
belonging to it. This is good for the Ironworks, partly because it means a 
Saving in work force and partly because it puts an end to heavy physical labor 
at the given workplace. And it is also good for us, since the Ironworks can 
Serve as a reference factory in the creation of additional business possibi- 
lities. 


We have all kinds of ideas, comments the Special Machine Factory's party com- 
mittee secretary in conclusion, and today it is still impossible to predict 
with certainty which of them will work out well and how. But it is certain 
that independence has been beneficial to the enterprise, and everyone is more 
inclined toward progress. 
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Hardly more than a year has elapsed since the Csepel enterprises began to 
operate independently. This is an extraordinarily short time, and so for the 
moment the factories have not been able to change very much. People, however, 
are slowly starting to change and think differently about possibilities and 
things to be done. This is an outcome which can and must be respected. 
Without it, the factories cannot change, either. 


12327 
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MINISTRY OF INDUSTRY OPINIONS ON ECONOMIC EVOLUTION PUBLISHED 
Environment, Competition 

Budapest FIGYELO in Hungarian No 40, 4 Oct 84 p 4 

{Article by Sandor Balazsy: “Environment and Competition”) 


[Text] The Central Committee's July 1983 resolution about the 
industry's situation and tasks, as well as its April 1984 
position on the further development of the economic management 
system require significant changes also in the industrial 
policy and directives. Working on these the Ministry of 
Industry (Industrial Economics Institute) made the following 
materials available to us. 


Earlier the industrial policy's main tools were the central development programs. 
But it was discovered that these programs on the one hand do not include (and 
cannot include) all the tasks, and on the other hand due tothe natural goals the 
requirements of increasing the production of income were often relegated into 
positions of secondary importance. Thus we have come to recognize that the 
industrial policy's task is not to define in detail what types of investments 
are to be implemented in which branch, but rather to create an environment in 
which the enterprises--led by their own interests--make development and economic 
operating decisions also advantageous to the national economy. 


Such a definition of the industrial policy may seem to be too general, but it 
still must be considered correct because nowadays the power lines of neither 
the economic growth nor of technical progress follow along the border lines of 
the traditional branch structure. 


All this does not at all mean giving up on the central direction of industry. 

But in implementing our goals a consistently larger role must be given to the 
direct methods like orders placed by the state, tax rebates, making loans, 
support for specific research work, granting capital to accelerate the innovation 
processes, etc. and must leave ample space for the independent initiatives of 
enterprises. Thus the industrial policy will develop in harmony with the 
economic reform's development. 
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Actual and Imaginary Limitations 


Our industry must satisfy increasingly severe quality, selection, modernness and 
cost requirements, and these tasks must be fulfilled under limited purchasing, 
sales and development conditions and opportunities. Thus in recent years our 
operating space has really shrunk. There are cases when the objective limi- 
tations caused by the foreign circumstances are less restrictive than we believe 
and pass on to the economic operating units. Another manifestation of this is 
when at © given point in time we realistically recognize that the limitations 
are bec ‘* more severe but the situation changes with the passage of time and 
we do not su.ficiently take the change into consideration; in our economic 
operation we start out from the existence of limitations which really no 

longer exist in that form and to that extent, or which could be overcome. In 
guiding industry and in the economic operation of the enterprises the reac- 
tions of recognizing the changed conditions and adjusting to them is unfor- 
tunately still quite slow today. 


Finding the optimum combination of production resources is one of the main 
tools of the production activity's efficiency. This is harmfully influenced if 
we limit the use of some of the resources. ‘nd yet there are still very many 
such limitations today, even though it is not necessary that they all function 
in their present form and extent. For example, with the tools of earnings 
regulation we are limiting the means which can be spent on wages, bonuses and 
in general on incentives. As a consequence of this we often lose several 

times as much as the “savings” thus affected, because of lost yields attributable 
to the lack of incentives. Or: we limit the import and in some cases we lose 
several times as much as the import savings we thus affected, because of the 
increased consumption of other imported or exportable means. Occasionally we 
are forced to limit accumulation and within this the investments as well as 
inventory, and in some cases we suffer losses because this amounts to many 
times as much as the postponed investment or missing inventory. It can be 
justly stated that in such cases we are not interpreting correctly the objec- 
tive limitations which actually define our economy. 


In the future therefore we must also take greater care to constantly review the 
"limitations." We have taken significant steps in this direction in the 
interest system and in earnings regulation. We have initiated various earnings 
and income regulating experiments in wide circles which proved that the 
workers--if they feel it is worth the effort--can and want to produce more than 
before. The enterprise managers also know how to encourage the workers for 
greater performances, and they do make uSe of these opportunities when they are 
allowed to do so. 


Optimizing the resource combinations really means the same as effort to develop 
competition, because what proves competitive is always what results in more 
favorable efficiency to the user. Strengthening import competition is one of 
the fundamental requirements of improving competition. But today the shortage 
in our foreign currency resources limits the possibilities of this. However, 
in some cases we are interpreting this unnecessarily rigidly. Therefore we 
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must develop the method for the enterprises to be able to obtain efficiently 
useable import more easily than now. This--in addition to its direct advan- 
tages--would also have the indirect effect that domestic competition could be 
strengthened through import, and this would liberate the various resources also 
in rather short supply which are committed to produce the import substitutions 
Gone at poor efficiency. Import competition expanded in a goal-oriented 

manner also has a unique multiplying effect: in some cases actual import is 
not even necessary for the competition, even that is sufficient if the users 
have the opportunity to make use of imports. 


The Role of Import Competition 


Making the import competition more lively is also necessary to overcome the 
mutual undemanding attitude seen today in the relationships between domestic 
enterprises. We see it unfortunately in very broad circles today that the 
supplier does not have high selfdemands and many buyers do not make definite 
Gemands either. Of course, the two are related to each other. Whoever is not 
hard on himself cannot really be demanding with his partners either. But 
sooner or later everyone must realize that only the enterprises demanding both 
have a chance to make a living, even just to survive. The significance of 
this is immense. We find plenty of examples where in the case of wages-for- 
labor construction the Hungarian labor that is added to raw materials obtained 
from abroad creates internationally competitive products, while the so-called 
own material product cannot stand its ground on the world market. Thus in 
many cases the unsatisfactory quality of the domestic raw materials causes 

the depreciation of Hungarian labor on international markets. 


Selfinterest projected farther ahead dictates that our purchasing enterprises 
be demanding with their suppliers: require impeccable quality, punctual 
observation of deadlines, scheduling of deliveries suitable to them, accep- 
table prices, etc. Naturally these same enterprises must also “sweep in 

front of their own houses,” and make it a goal for themselves to fully satisfy 
the just demands of their customers. 


There are and there certainly will be enterprises which cannot adjust to the 
demanding requirements. These weak links in the chain which with poor 

quality or unreliable deliveries lower the standards of the regenerative pro- 
cess must be removed from the chain. It is therefore good if everyone decides: 
In the future we will not save with various “protective measures” those enter- 
prises which cannot (or do not want to) satisfy the requirements. Under com- 
petitive conditions some of the affected enterprises will finally adjust to 
the changed situation, and those which cannot adjust will have to give up 
their places to others. 


Systems Approach 
We must recognize that our industry's production structure, as well as its 


technological and economic levels are sharply differentiated: there are areas 
Significantly better situated than the average and there are some significantly 
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below it. There is no way of equalizing the levels and this is not even 
Gesirable. Efforts must be made that our entire economic and social environ- 
ment consistently favor the expansion of more efficient, more profitable 
activities and cut back the inefficient ones. 


But on the national economic level efficiency is not a mere summary of the 
separately calculated efficiencies of the partial activities. Each successful 
development can greatly improve the production-sales-development opportunities 
of the other economic operating units and increase the operating space of 

Our entire industry. Therefore efforts must be made that there is development 
according to the systems approach, and that we connect the various economic and 
technological activities and developments with each other in such a way that 
together they result in products which are competitive, modern, with proper 
technological background, and can be sold profitably and if possible in dyna- 
mically increasing volume. The products and activities are connected with 
each other and form “threads” thus industrial development must be planned and 
implemented with the knowledge of these threads and in a way which encompasses 
them. These threads may start out from the domestic raw material blocks but 
may also rely on the imported material base. In this latter case the develop- 
ment threads gather in the processing industry's block. 


Our production traditions, existing research base and also the foreign demand 
favor the syStems-oriented development. For example, our opportunities are 
excellent for developing systems-oriented export in health care, but the reali- 
zation of these opportunities presumes close mutual cooperation, development 

of the machine, construction and installation industry and the pharmaceutical 
industry. There are opportunities for systems oriented development in the 

area of computer and electronics integrated flexible manufacturing systems, 
international plant protection chemicals production and agrochemical coopera- 
tion, in the semifinished aluminum products--plastics--cables area, telephonics, 
production of component units for the vehicle industry and many other areas. 


Further development of economic management is indispensable for the implemen- 
tation of these efforts since implementation of the industrial policy goals 
depends in many ways on the scope and incentives of the enterprises. We can 
hope for greater operating margin and better incentives primarily from the 
gradual easing of import limitations, continuous dissolution of the price 
limitations to take place parallel with the enlivening of competition, and 
modernization of the earnings regulation which meaningfully increases the sen- 
sible incentive opportunities. 


Industrial Policy, Economic Regulation 
Budapest FIGYELO in Hungarian No 40, 4 Oct 84 pp 4-5 
[Article by Mrs Janos Revesz: “Industrial Policy and Economic Regulation”| 
[Text] The earlier practice in branches and specialty branches can no longer be 
followed in industrial policy because the market makes its selections on the 


basis of prices, quality and technical content at any given time independently 
of whether the given product originates in the generative or processing industry. 
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Good Evaluation of Resources Is Needed 


Implementation of the industzial policy's intentions is closely connected with 
the way we evaluate the resources of the producers. Owe of the reasons for the 
relatively low efficiency of the Hungarian industry is that we use wastefully 
the production factors, live and embodied labor. This is fundamentally re- 
lated with the shortcomings of our economic regulatory system, the enterprise 
insensitivity to cost, the distorted value relationship between live and enm- 
bodied labor, and further, with the weaknesses of our investment system. Our 
income and development regulating system is fundamentally contrary to the logic 
of technical development and in general the logic of growth, inasmuch as 
expansion of live and embodied labor is possible only as a function of the 
“base,” whereas the very thing technical progress would demand is that we 
invest our resources in the hope of some kind of promised recovery of it in the 
future and adjusting to it. 


Our amortization system (in connection with the earlier centralization as well 
as the unrealistically low amortization rates) has made it simply impossible 
to judge the realistic value relationships and ratios of live and embodied 
labor, or to consider replacing live labor with embodied labor. 


The price of new fixed assets (investments) significantly influences the value 
ratios of live and embodied labor at all times. If an enterprise today wants 
to replace manpower with machine, it must compare the costs of the investments 
necessary for this with the costs of manpower. But investments are extremely 
costly. So far the principle and practice of competition have not been 
organically built into the system of implementing developments. The market 
and producticn conditions of investment decisions are often insufficiently 
based. This is indicated by the chronic failure to utilize capacities of 
facilities implemented in industry which are relatively modern and the pheno- 
menon contrary to international tendencies can also be attributed to this 
according to which the specific production costs in the new capacities are 
more than twice as high as the production costs of the items made in the [old] 
facilities. 


With the present value relationships and value ratios of live and embodied 

labor it is generally not worth it to the enterprises to replace live labor with 
machinery even if obtaining and keeping the manpower requires great efforts. 
Generally in industry the investment replacing one manpower is recovered in 

8.2 years, bur recovery in the capital-intensive branches is much higher, 13 
years in metallurgy, more than 16 years in the chemical industry and nearly 5 
years even in the light industry which is live labor intensive! 


Thus in order for the enterprises to become interested in replacing live labor 
with machines, we need first of all realistic value relationships and clear 
economic vision, and also the possibility of freely combining the resources. 
This country's manpower shortage is becoming increasingly chronic and this~-- 
even if not the technical growth for the time being--is forcing industry to 
accelerate the replacement of live labor with machinery since in the last 12 
years industrial employment fell by nearly 200,000 persons or over 10 percent 
and in certain job areas--heavy, physical, monotonous, multi-shift areas and the 
ones requiring constant quality levels--an even more unfavorable situation can 
be expected. 
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We have fallen behind with development implemented by replacement of live labor 
also in the structural sense, we did not recognize in time or even if we 
recognized it we did not act in time to promote the use of electronics, auto- 
mation and increasing use of robot technology which open entirely new vistas 

in industrial growth and technical renewal. 


The reform measures under preparation promise significant forward progress in 
the realistic evaluation of the production factors as well as in their ore 
rational application in the economy. Linking wages more closely to performarce, 
raising the wage-related benefits and eliminating certain wage-management 
restrictions may help in the more realistic evaluation of manpower. Eiimi- 
nating the centralization of amortization, and placing the amortization 
rates--in a defined area--under the enterprise's authority can create the 
conditions for enterprises to be able to make more rational decisions concerning 
combination of the production factors. 


Expanding the Entrepreneuring Opportunities 


An economic environment is needed to implement the industrial policy goals in 
which the initiative and enterprising ability of the businesses can develop 
freely, which does not impede but helps the technical development built on 

the enterprise's own interests and at the same time forces the enterprises to 
do this. This also means that the present practice of budgetary redistribution 
must be eliminated, according to which the incomes are shifted from the better, 
more efficient enterprises to enterprises with lower efficiency and spendable 
incomes are practically independent of produced incomes. A further require- 
ment is that in the investment activity the state must retreat to the areas of 
infrastructure, the mining ond nature exploitation sector and energetics, while 
in the competitive sphere it should just influence the shaping of the supply 
and demand conditions by means of state orders and through the financing of 
research and development, allowing space for enterprise initiatives. 


In order for the market initiative to become stronger in the enterprise sphere 
it is necessary on the one hand that an increasing portion of the enterprise's 
possessions materialize in cash, liquid capital rather than in various frac- 
tionated and not sufficiently based fixed and revolving asset accumulation; 

and on the other hand that the economic environment be relatively stable, so 
that the enterprises would not be forced to implement compelled accumulation 

in the interest of defending against unexpected confiscations implemented under 
various pretexts. There is a close relationship between the relative stability 
of regulation and entrepreneurial desire. Economic management must create a 
relatively stable and balanced economic environment in which normative regu- 
lation and tax policy are definitive. 


Scope of Foreign Trade 


Greater international competitiveness is unimaginable without the import of 
foreign capital and technology. By means of our interconnected ownership 

rights the export of our pharmaceutical and machine industry products, for 
example, can be made more dynamic. 
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In order to deepen the economic contacts that we have built with the developin,s 
countries we must make use of the opportunities deriving from our World Bank 
membership, namely that we can expand our contacts also with those countries 
(India, Latin America) which can be reached only through extending loans. 

We can realistically expect that Iraq, Libya and to a lesser extent Algeria 
anc Nigeria will pay for their purchases in oil and other products. This--in 
the case of favorable Husgarian export structure--may improve our current 
position in the CEMA. We can hope to expand our limited scope within CEMA only 
by making the export structure more favorable and by successful progress in 

the price negotiations. 


Combined Structural Policy 
Budapest FIGYELO in Hungarian No 40, 4 Oct 84 p 5 
[Article by Miklos Hegedus: “For Combined Structural Policy”] 


[Text] In the interest of improving our international competitiveness we must 
exploit more efficiently than before the natural resources available to us, 
and in our export we must increase the ratio of those products in the price of 
which we can obtain a so-called technical benefit (additional income). The 
Strategy of industrial growth must be developed in harmony with this require- 
ment. 


Therefore we must measure what exploitable natural treasures we possess and 
how the cost of their exploitation shapes up in comparison with the inter- 
national cost levels. We must examine how rational the economic operation is 
in the utilization of these treasures, that is, the sources of waste must be 
identified and eliminated, and research must be done to find the combination in 
which the highest efficiency and income can be achieved in the full vertical 
chain. 


For Equilibrium Between Exploitive and Processing Industry 


When developing the correct industrial strategy we must therefore seek balance 
between the activities of the exploitive and processing industries. 


Obviously there are some verticals where the weak income yield of the exploi- 
tive phase is counterbalanced by the income generating ability of expeditious 
processing, but there are also others where the favorable yield of exploi- 
tation compensates for the lower degree of efficiency of processing. 


It is thus worth it to the country to tolerate the relatively low benefit pro- 
Gucing ability of one link or another in itself in the production vertical, in 
the interest of increasing the total benefit volume which can be realized. 
This interest may even presume that we also build links of marginal efficiency 
into the vertical for either safety or employment considerations. But this 
link can only be tolerated as long as it causes no losses at the national 
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economic level. At that time it must be determined whether the given branch 
can escape from the danger zone at all at the cost of rationalizing production 
utilization and modifying the final issue structure, or is it perhaps not more 
expeditious to “rid ourselves” of this production branch after amortizing as 
soon as possible the built-ir. capacities. 


Thus modernization of the production structure may become an issue not only 
through the decision of whether to provide raw materia) in¢ furnish enercy 
from domestic sources for the given processing industry branch or to import 
these, but also whether it is permissible to build processing on expensive or 
uncertain material or energy foundations? The question must also be posed this 
way: which are the links in the entire exploitation and processing vertical 
worthy of implementation within the framework of the domestic production struc- 
ture, and which are the ones that justify the reliance on the international 
sharing of labor? 


The Hungarian energy and raw material producing activity can be characterized 

as partially or not at all covering the country's needs in the most important 
energy sources and structural materials. Even though the geological conditions 
of exploitation are generally unfavorable, we have not solved multifaceted 
utilization of the goods produced, or solved it only in an unsatisfactory 
manner. When labor and capital factors make it possible, we must utilize the 
favorable natural conditions possibly in the entire vertical and in a compre- 
hensive manner: that is, we must make all possible component elements of the 
mineral brought to the surface into raw materials which can be further processed, 
and thus we must build a full-vertical processing industry. 


The Two Limits 


In developing the proper ratio of domestic energy and material production and 
the processing industry we must consider the national economy's tight capital 
resources and the import limitation which can be resolved only very slowly. 
Decreasing the size of the energy and raw material sector and cutting back its 
development would undoubtedly ease the capital problems and investment tensions, 
but this would make additional import necessary because of the given structure 
of the processing industry and we would also lose the export capacities still 
considered significant today. But the structural change would make our foreign 
trade balance worse and the strengthening demand to export would further 
decrease the profitability of a significant portion of our export. Our pro- 
cessing industry's present technical and economic performance ability could be 
improved with the import of economically advantageous raw materials and semi- 
finished products representing technically higher standards. The processing 
industry's low performance ability is related basically to its own internal 
weaknesses--obsolete technology, outmoded product structure, low technical- 
economic parameters of the products, etc--and therefore the mentioned improving 
effect would only be realized to a small extent. 


The last decade's global economic developments suggest that increased depen- 
dence--in any relation--on foreign sources in the energy and raw material 
supply is not desirable from the viewpoint of the longer term industrial stra- 
tegy either, especially not for those countries where there are problems in 
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reaching and maintaining the processing industry's world market competitiveness. 
That is, in the -ase of unsatisfactory competitiveness the energy and raw 
material dependence creates export pressure of such proportions that the pro- 
fitability viewpoints must necessarily be forced into the background while the 
longer range possibilities of selecting the production structure best suited for 
certain domestic and foreign conditions are decreased. 


Choosing the proper ratio of exploitative industry to the processing industry is 
also a critical question because of the significant decrease in the development 
and investment opportunities. Between 1970-78 the gross investment rate 
exceeded 30 percent on the national economic level, and the net accumulation 
rate turned out between 25-27 percent. In 1982-84 the earlier gross investment 
ratio decreased by one-third, and the net investment ratio declined to nearly 
one-half. Even though the estimates concerning the future contain many uncer- 
tainties, it seems certain that in the next 5-10 years there can hardly be 
Significant increases in the investment ratios which developed by the beginning 
of the 1980s. Within the overall investments industry's ratio will probably 
continue to decrease primarily because of the unpostponable development require- 
ments of the infrastructure branches, while industry's specific need for funds 
will increase. It is not difficult to realize that inasmuch as the capital 
requirements of industrial production will continue to grow and the development 
sources will not increase significantly, capital's limitation of industrial 
growth will become stronger than it is now. 


In this situation emphasis will again be placed on those considerations which 
attempt to moderate industry's need for capital by decreasing the ratio of those 
branches of industry which require more than average capital. But it is worth 
remembering that one such structural policy was already in effect from the mid- 
1960s until the end of the 1970s which cut back production in the energy and 

raw material producing sector and made its selections on the basis of the direct 
capital requirements of the branches, and which in the final analysis resulted-- 
in spite of its intentions--in the increase of industry's specific needs for 
capital. 


But in the early 1980s calculations made on domestic prices which approximate 
the world market prices significantly decreased the differences in capital 
requirements between the various branches. According to the calculations 
direct capital demand in the raw material and energy sector decreased by one- 
fourth, more specifically with respect to energetics it decreased by more than 
one-third, while the capital demand of the export branches which counterbalance 
the import increased by nearly 20 percent, thus those ratios which include 
capital became more unbalanced calculated at 1980 prices. 


The changes which can be shown in the branch ratios of those which use capital-- 
even if their extent is debatable--are natural consequences of the world mar- 
ket price ratio changes. That is, while with the high inflation rate the 

price of practically every product has increased, particularly the price of 
energy sources and modern products involving high technology has increased 
Significantly faster than the average. As a consequence of this the capital 
ratio expressing the proportion of production to the invested capital has been 


119 











stagnant or increased only slightly in the branches which show high price 
dynamics, while in the industry branches and countries conducting processing 
activity representing a mediocre level the capital ratio has vigorously 
increased. 


Production by the domestic processing industry representing the average inter- 
national level suffered significant losses of value and this also increased its 
Capital ratio. Perhaps it is somewhat surprising that the capital ratios of 
the domestic exploitative industry, energy industry and processing industry 
have become more uniform, but this is an unquestionable fact. 


The fact that the capital ratios of the energy industry and the export-con- 
taining branches are approaching each other makes it increasingly obvious that 
such direct contrasting of the exploitative industry and the processing industry 
is unsupportable. That is, according to the calculations made on the 1980 
prices, shifting the center of gravity between the two economic areas does not 
represent significant “capital savings." The main differentiating criterium 

on the basis of which we must choose between the exploiting and processing 
activities can only be profitability and long term efficiency. 


Efficiency Qualifies 


All the way until the mid-1970s the Hungarian foreign trade conducted merchandise 
trade which in its overall effect saved capital: our export required less 
capital than our import. Thus prior to the global economic changes, cutting 
back the domestic exploitative industry and energy industry branches and 
vigorously increasing import could mean significant savings of capital. Of 
course there are many domestic and foreign circumstances that motivate the 
Capital requirement ratios of export and import. But calculated at the 1980 
prices, export capital demand is now on the increase. Devaluation of the pro- 
cessing industry's export, the vigorous growth and high ratio of agriculture's 
demand for funds in our export and especially in our capitalist export played 

a role in this. The qualitative change in the “capital saving” character of 
foreign trade was connected in the second helf of the 1970s basically with the 
large decrease in import demand for capital. Within the import area the modi- 
fication in the price ratios of energy sources and the relative improvement in 
capital ratio deriving from this can be considered definitive. Increase in the 
import of the exploitative industry products in itself does not represent 
meaningful savings of capital. 


Based on unchanged efficiency circumstances it seems there is no other alter- 
native than preserving the ratio between the exploitative industry export 
which requires more capital, and agricultural export. Thus in its final 
equation the foreign trade (at this time) is rather an exporter of capital. 
Of course, in itself this would not be a problem yet. In the future, though, 
export orientation of this character would rather soon run into its own pro- 
duction limitations. 


Moderating the demand for capital and particularly the radical decreasing of 
the processing industry's demand for capital cannot be avoided through quality 
improvements or increasing the added value. Thus we must develop the processing 
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industry more vigorously not because development orientation in this direction 
is by i self adv wgeou" against the ex:loitat.ve industry, but because the 
recent poor performance of the processing industry production which constitutes 
a significant portion of the production sphere, is unpermiscible from the social 
policy viewpoint based on our interests attached to economic growth. 


Equalization of the capital demands of the energy sector and the export branches 
does not yet by itself justify the necessity of developing the domestic energy 
production and in general the primary branches at a faster rate, or the justi- 
fication of a structural change of greater dimensions by the development policy. 
In the developments of the future the main decisionmaking criterium in choosing 
between the exploitative industry and the processing industry is contribution 

to increasing the economic efficiency at the national economy level. 
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HUNGARY 


RESULTS, PROBLEMS OF ENERGY MANAGEMENT DISCUSSED 
Budapest MAGYAR HIRLAP in Hungarian 5 Oct 84 p 7 


[Article by Peter Vanicsek: "Costly Frugality—-Results and Opportunities 
of Energy Management--The Overall Picture is a Mixed One"] 


[Text] We are glad to receive the news which inform us about more and 
more new energy saving and economical solutions. In the enthusiasm we 
feel about these positive examples we might think: the economic operating 
logic urged by the government's energy management program was easily built 
into the consciousness of the energy consumers. But according to the 
study of the Central Popular Control Commission the matter is, 
unfortunately, far from being this simple... 


On the contrary, we could rather say that the overall picture is very 
mixed indeed. In some places introduction of the more advanced techniques 
and technologies caused sharp improvements in the energy saving operating 
method, but elsewhere the wasteful negligence consumes millions, even 
billions. We must consider it an undeniable success of the government 
program that the country's total energy consumption has been practically 
Stagnant since 1978--at the level equivalent to 30 million tons of oil. 
And this is a result even if we must look for part of its reason in the 
slowdown of the economic growth. 


With radical and at times painful measures we have succeeded in halting 

the earlier 6-6.5 percent per year rise of energy consumption. According 

to the KSH [Central Statistical Office] data we have achieved this 
Stagnation while the population's energy consumption has increased by 

2-4 percent. Thus the energy demand has decreased in the economic operating 
sphere. Unfortunately the other detailing indices are not this nice. 

Our energy demand--the energy needed to produce our per capita national 
income--can be called favorable at the most in the CEMA relationship, 

as we are far behind the developed capitalist countries. Even though 

this distance has decreased in recent years, we mist further decrease 

our energy demand in the future and do it in such a way that the national 
income should if possible grow twice as fast as the energy consumption. 

And this is not simple. But as they used to say: we still have unexploited 
efficiency reserves... 
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Readiness or Ability? 


It is well known that all real frugality at first costs money. Let us 
naturally ignore for the moment the savings resulting from eliminating 
waste. It is truly no world shaking result that today we are “heating 
the streets" in fewer and fewer places because of old, obsolete gap sealing 
equipment, doors and windows. Perhaps the most important reason for our 
high energy demand is that the machinery and equipment are old. Thus 
the obvious solution would be to reaplce them with new, modern ones. 
Yes, but where is the money? In the present lean invetment era the 
readiness of the enterprises to accept risks is low, and let us add that 
so is their ability. In this country's held-down economic situation 
they cannot even fully utilize their older machines. There is much 

down time due to the lack of materials and orders. What will they use 
to pay for the machines? It is better to lay low and somehow survive 
the recession. And then--we will see! 


But this logic is false. Now is the very time when we should figure out 
the operating space of the future business cycle. If our fellow competi- 
tors respond to the increase in material and energy costs with radical 
cutback of consumption, then waiting them out is not a rational strategy... 


Dezso Hauser, economic consultant of the Central Popular Control Commission 
States: "The state subsidies and loans flexibly adjusted to the invest- 
ment demand have proven suitable to maintain and invigorate the enter- 
prising desire. The government program provided 30 billion forints for 
energy management developments. Half of this was used for implementing 
several highly significant investments. To mention just the most 
significant one, one such is the recently commissioned catalytic cracking 
plant. We finance electrification of the railroad from this, the trans- 
fer of transportation onto the waterways, and utilization of the low 
heating value natural gas in power plants. The remaining 15 billion is 
available for smaller investments through bidding." 


{ Question] Did the enterprises take advantage of this opportunity? 


[Hauser] Yes. In the first 2 years after the announcement 1,700 applica- 
tions were submitted. Thus contracts in the value of 7.4 billion forints 
were negotiated in 1981, 18 billion a year later. But a decline occurred 
last year. Judging slowed down, and investment contracts were negotiated 
for only 2.5 billion forints. And in the meanwhile by year's end the 
backing of unjudged applications rose to 9.6 billion forints. 


Sources of Loss 
[Question] Why did the process stop? 
[Hauser] It did not stop, just slowed down. There may be several reasons 


for this. On the one hand at a portion of our energy investments we are 
also using World Bank loans and awarding these may take a longer time. On 
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the other hand the majority of the high potential developments were already 
Started on central initiative at the beginning of the plan period. It 
hinders the implementation of many highly significant investments that 

the research and development work requires more time than expected and 

its profitability is less favorable than hoped. 


The majority of the support industry developments identified in the 
government program are 1-3 years behind schedule. In many cases the 
ccoupleted investment does not produce the planned savings. The agri- 
cultural waste burning system operated in a businesslike manner did 

not come to life. The lack of coordination also contributes to this. 
According to the popular control's most recent report the result of the 
examined developments which can be actually evaluated is only two-thirds 
of that planned. The most frequent reason for this is lack of contractors, 
difficulties with the capitalist import, and also the amount of orders 
falling short of what was hoped. 


[Question] So these investments will really make their effects felt only 
with more vigorous economic growth. And until then how can the enter- 
prises make payments on the loans they have received? 


[Hauser] This causes difficulties for many. Thus more than one enter- 
prise--after evaluating the market's demands and the costs of the energy 
rationalization investment--preferred to pass up the deal. Elsewhere 
the development resources are so limited that they have not applied even 
with the recognized rationalization opportunities which have promised 
good results, because developing these to the depth of the application 
in some cases could cost several hundreds of thousands or even several 
million forints, and thereis no money for it. The studies which identify 
the losses also cost much, and since the money is not expected to be 
available for the development, numerous enterprises have aversions even 
to this. 


But there are cases when the losses do not even need to be identified: 
they appear with rude clarity in economic debates and legal suits. The 
authorities also know well the significance of the losses caused by the 
obsolete remote heating network. At the Budapest Remote Heating Works 
39 percent of the heat produced is lost. Compared with the energy used 
the consumer pays an additional 64 percent mostly for avoidable losses. 


No Sufficient Compulsion Exists 
[Question] And he pays for it? 


[Hauser] He has no choice. They object only in the most glaring cases. 
In some cases the heat service enterprise billed the Danube Threat 
Twisting Factory of the Hungarian Silk Industry Enterprise for heat losses 
in excess of 100 percent. Nearly 8 billion forints have been rebated 
through law suits. And after this they billed "only" 30 percent extra. 
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Several ideas were hatched for the solution: one of them would limit 

the losses which could be billed to 10 percent. The new remote heat 

service regulation under preparation will hopefully take into considera- 
tion that in the present situation the service enterprises are not forced 

to be sufficiently frugal with energy, not even to the extent of maintenance. 


Thus the overall picture is a mixed one. But we must still see that the 
economic operating logic either out of compulsion or out of recognition 
of the national economy's interests is still gradually beginning to get 
built into the awareness of the energy consumers... 


8584 
CSO: 2500/25 


125 











POLAND 


VACAZ TES OF LICENSED PRODUCTION DEALS RECOUNTED 
Making Most of Licensing 
Warsaw SLOWO POSSZEC INE in Polish 24 Sep 54 p 5 


[fext] tefore 1970, the ioporct and expoct of production 
licenses dia net play a areat role in Polisi industry. The 
situation changed in the 1970's. A total of 425 licenses vere 
purchase’ over tuc 1U years ot that aecade. [9 the past three 
yeaca, tnterest in new purchases han Calloan off ant 
eaterprises ace wot wakin«s any license proposals. Tiere is a 
noticeable lack of willianess to use conteuporary 
technolorical ideas. 


One of the causes of the present situation can be fouad in the atmosphere 
that formed around the idea of Licensing at the beetnnine of the 1950's. 
Tae attitude to Licenses vas necative aud they becouc synonywuous with poor 
manaseweat and econouy. it was said that Lleenses were a barrier to tue 
Jevelopuent and use of out own techoolovical ideas. Recently, we have not 


buying foreten Licenses but is that La itself the result of tais “atmouphere”™? 


Le 


fue reasons seew to be wore coaplex. The wowtllingness to purchase license. 


also a result of the senerally lowered interest in technological progress Ut 
Ys 


was felt ia the first years of tw present decade wien the uatioual econm 


imiustry an! ousinesns had many oteer problems of a more basic nature. 


We wave today «a less emotionl outlook on Licenses, Assesswents of this oacter 


point our that the aajority of our Licenses purchases have been justitiable. 
Thiis does wot wean, of course, that all suen purchases ‘nwive bow Coasouaite. 


The ameabers of the Seja Coumiaston on Sctlence and Technological Pro ress cave 
confirwed that this is so. fa theie opinion, “alons with the Leportaut aud 
uwrquestionable bevaeiits sained «rou tie licenses we have purchased to wodornize 
ouc tadustcies, solve mauy of our prodblens in production aad Che taport oad 


export of some consueer ood) and to develop our owa technolo ical thiacin 
there have also been waay inconsistencies.” Aside from the purchase o1 
defective Licenses, these inconsistencies have been ta the delayed 
introduction of Licensed aesicus, our dependeacy in many cases on Loretya 
uupply (cooperative supply iuport), delay ia the Latroductioa of Licensed 


desiens duc to our own sclentific and technological achievements aad the low 
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resalts of so-called post-liceasias «activity. 


dovever, co such expericuces meaa Ulet we suoald «ive ap oa Licewies? Lt seeas 
that the correct conclusion to be drave “were is that ve should wake our action: 
ia this area wore effective. Unce asain, ve snouia consider the words of the 
Coveission weabers: "At the preseat tiwe, the sest Laportaet matter is not 
dissiug around in our past eaperiences in licensin,,"” but iu tryin: to decide 
how we will uandle this in the future. 


The intormation released sy the lest few sessious of the Presidiun of State 
cootire the Senefits sained frou tlesatin,. it vas reported that last year's 
exports of Liceased products broucht Poland profits Ciree tlees greater Cian 
tue hard-currency tnvestwents made to lupoct the technolosy used. The 
Presidiue of State also recommended that any futuce licease be closely examine: 
to determine whether they will Fit the dicection tuken by our econuvaic 
developweat, the License can be set to use on schedule and whether the 
opportunities tor purcases froa socialist couatrics have been used within 
walti- or bilateral cooperative pro,ctaas. 


Whatever the case, this talormation is a signal that Lleeases are an tuportant 
4ad tadispensable source of technolocical pro «ress. 


in a word, we cannot fall iate the otherc extrewity. Even in our difficult 
situation, we cannot deprive Ladastry of any iaflux of aew techaolovy, the 
source of which wust be voth our own desieus and foreisn technolorical 
thiakLla». 


tt is well kaowa that Licenses speed up technolosteal progress and that Urey 
take an imoortant vostition io tutervational teade. Almost everyone buys 
licenses aud this tacludes nations that vaat to make up for their own 
rechnolocical backwarduess tn certain arcas as well as Utealy-developed nations 
that see Licenses as a means of broadenin, their own achievements (an ccanple 
of chis is the Japanese purchase of a License to usc Professor T. Rut's 
pethad). 


Cie expertence of the Liigaly-developed eations alse teacues us that the 
sLuplest way to acnieve a desired level of ccononic develonment wal Sroad 
iccess to the world wuarket is aot ooly the purchase out, to a certalo extent, 
the perfection of a Licensed technolory of process. For tuat reason, the fact 
that Polaad was weak in this atea of activity (last year, less than 25 percent 
vi the Licenses put to use Lu our country vas any turther developed or studied) 
ust be a cause for alarm. 


fae baste woal fer tae concluston of Lleensing asreeaents should always be the 
elimination of any tecinological sap with world technology. Nowever, a license 
“ay also secone an etfective wean of techuolo gical advance only when it is 
usec as a basis for our own rescarch and development. ta this way, we cas 
avoid the purchase of additional licenses for a4 siven technolosy or product. 
Thia ia supposed to bring us closer by leaps and sounds lo sewer techwolory but 
if the procesa becoues dfawn out, it pecoves hard to speak of my such leaps 
and bounds. (t tis also true, of course, taat tleensia, will not hindce any of 
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vur ova original scieatific and techaolosical achicveacnts. 


The experiences ve have also had ia the purchase of Licenses should teach us 
rather than discourage us fron aay further purchases of forcica technolocics o« 


desisus. 


Ursus, Massey-Ferruson Tractors 
Warsaw POLITYKA in Polish No 33, 27 Sep 34 p % 
lActicle by Jerzy Baczynski: “Whe Was Tried a Ride on a Massey-Fereuson?"] 


[Text] Just before 1:90 pow. on 19 July 19M, fore@anu 
Zdzislaw Jaziello took a seat on the new tractor and turacd 
the ignition key. There was a wouent of tension, 4 sinh 

of relief: the motor turned over aad beyan rununiag! Applause, 
the pop of flashbulos and all cameras aimed at one spot. The 
tractor slowly woves toward the speaker's stand. The 
secretary and premier «o out to weet it. The tractor stops 
exactly on a white live drawn on the floor. 2. Jasicllo 
announces that the wass-production of Masscy-Fer,uson-Perkias 
tractors is under way. A brass band begins to play. 


A few minutes later, cepctesentatives of the natioa’s hiehest authoricies 
accoupanied by workers, push aside a tablet aunouncines that the ceremony has 
taken place on the forticth anniversary of the Polish People's Republic. The 
Ursus Plant has good luck ow big, agniversaries <- after all, its lLicensin; 
contract was signed on the thirtieth anniversary of People's Republic. Some of 
the guests ask about the representatives of the Massey-Ferguson firm. They had 
heard that one of them had been seea yesterday in the crowd present. Relations 
with England have cooled a great deal: they want some money frou us and we say 
that they will set it Lf they sive us new credits. Today, none of that is very 
important... 


In the LO0-year history of its developwent, the last few aonths have beon 
unusually nervous ones. In February of last year, the ouilders of Ursus [f 
took upon theaseives the duty of turains over for use at least one productions 
line before 22 July. In hall 270, where tne Licensed tractors are to be 
asseabled, there was only a handiul of people to be seen only a short waile apo 
ant suddenly it has become crowded. 


The hydcauliec specialists were mixed ia with the fitters and the fitters wit! 
the welders. From mornin, until late tn the afternoon awl sowetines even into 
the night, there vas the «rowl of motors, the cinging of hawmers and shovers of 
sparks. Tie closer the deadline, the wore feverish the work. Vacations were 
held back. More than 300 people were siwultaneously at work ou the asseubly 
and finishiag of some equipment, even on Sundays and holidays. 


Au late as the Cirst tew days of July, there were still some doubts as to 
whether the work would be Finisied on tlue. lLavitations to the opening 
ceremonies vere gent out, the event was planned in detail, the commemorative 
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tablet was prepared alon; with a list of wore tean 700 avards, Wut in hall 270, 
new proslcus continued to crop up. Since the transport clevators did aot vork, 
atteapts were aale to set up a askeshift conveyor belt. The automate! patat 
shop vent into operation a day before the ribbon-cutting. A truck sent to 
Bieclsko-Siala for screws oaly made it back on the morning of 19 July. The sost 
confusion, hovever, was caused by the rainstorea that passed over Ursus ia the 
uiddle of July. UZveryone knew that the coof still had certain defects and that 
they hac still aot been officially accepted, but the extent of this catastrophe 
exceeded all cxpectations. dater gathered in aueerous boles, in the process 
waste Lines and settled ou fresh paint that barely covered tie pillurcs and 
postwents. Some were working to dry out tie hall vhile others worked to 

finisa the tractor assembly. 


Tractor ao. QOOO0OL on which Zdzislaw Jagiecllo rode was already finished 5 days 
before the production liae weat into service. All of the asseablics were 
cuecked many times to eliwinate any probleas that wigat show up tia Front of the 
guests. Thanks to aubilization of the supply service aod the asseably crews, a 
score or so drive units could be installed so that the production line they 

' 9 , , : : ' 
powerm! would look presentable. The Line's conveyor belt still did not have a back- 


up deceive but Lt could still be operated oa one drive. At this woment, the 
stere of pacts made it possible to produce about 130 Massey-fersuson tractors. 


Once mass-production had begun, 23 tractors were finished wy the ead of July. 
The bistorical first tractor was given to tue production cooperative at Kozlow 
Biskupi in Skieculewice Province. Tie vext fow wore sent to a woroal 
distcibutor. The retail price of the aew tractor was set at 1,150,009 zlotys 
which is twice as expensive as the closest tractor of this type, the © 352. In 
spite of tais, the state budyet aust add a subsidy ot 199,900 clotys to cach 
Massey-Fer uson because the retail price does net covert the sanuatacturias 
Counts. 


fie aext moat bean poorly. 
On Ll August, the production conveyor broke down. 


Sone unfiniaiwd units left production but this was expected. Wowever, in the 
next few days, the plant aanayed to turn out o-/ teactocs per day. On 9 


August, there was avothee breakdown aad oaly one tractor was produced, 


{a spite of this, the August plan was exceeded aud instead of the projected 115 
a? | 


MF [Massey-Fecvuson] 2553's, 125 were produced. Lf things so vell, there should 
be 200 tractors produced at the rate of 5 per day. 


Mikolaj Bera, the director of the division asseuoliasy tae ticeosed tractors, 
feela that there are ceaseous to be satistied with the work dow so fart "There 
was wever before a ti@e tu the hiutery of the vorks that « process line could 
i Gtarted up in owe day aad products turned out. Consicering the 

y unusual.” To 

When production of the 


extcaucdinary circumstances, the results have beou reall 
P ' 
couvince sceptics, Beta makes tuc follovtay couparison: 
C 325 tractot was besun, we were able to ansenble 25 uwuits the first two months 
and then the Line was down for a whwle quarter. Tiree wonths after the mass 
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vo day > tu m4 : ride’ 


isscadbly of the Zetor vas becun, it took an averace of 

tractor. The sawe vas true La the production of the C 3955." If the preson 
enterprise departs in any way frow the accepted atandards at Ursus, that car 
only be a plas. (t is true that it has been sald that 3,500 “MF 255'« vill coll 
off of the production linc by the end of the year, but it is wot the naubers 


that matter wost. Sbat is iapoctant is that the production is thece aad wader 
Way. 


Tre technical dircctor of the Ursus State Tractor Factory, Jozei Gornia', 
resvonsible for th start-up of production, says that it was secessary to choo 
Whether tacy would 4ait to see that the product is properly eawufactured of to 
try to pat a swod face ow thlass. The waiting seeuae! to be the worse of thw t 
vould sooner or later have to deal with the probleas they now have. tn tlhe 
director's opinion, even oa the present seall scale of productloa, it is asesul 
to recocnize bottlesecks and deteruine what probleas aust first be solve. 
Furthermore, the veleht of eventual looses will be less than Che eventual 
wutout. The wost luportant thins; is that the official start of production be 
challenge and an tapulse foc the authorities who must come to the factory's 
aid. Accocdins to preliminary assuuptioas, as carly a8 1951) Urses vas 
wpposed to produce about 75,000 Massey-Ferqusens pect year. ‘however, as tw 
wneral director of Ursus delicately put it at the July ceremony, “the scale of 
tre enterprise has ecaxceedec everythin, tiat the sieners of the License coat ract 
imasiaed.” The tractor's production cequired investweat ia 92 plaats of 
difierent ministries walle the Iicense iteelt only covered half of Uwe 00) 
parts necesuary to the assenbly of the tractors. The remainder tad to be 
worked out and doae on the plant's ovn weans. 


Aiter the taitial start-up, the entire catercprise soon fouad iteclf in o re 
mess with everything. Some tasts were almost totally completed while 
Other were left urtouched. In 1951, when the facts of the seaests of the 
contract itself aad its realization yecane public knowledoe, tae iicense va 
described as “one bix, scandal," Thiugs tad, however, alreaty sone too far to 


turn bock. 


In IM%1, the Council of Mialsters passed a cesolution to continue the 
expansion of the tractor works so that by 1956) they could turn owt 75,000 
Masaey-Fe equsons mr year. As could ave beeu expected, tie re wiution was 
not realized. The investweat pylons were o0-percent achieved while tao aaechil: 
and equipwent Laport plan vas only 3/-percent realized. We did aot have th 
resources for auythine wore. Peesently the bill for the soverawent’s aext 
resolution on Ursus is being aciscusse!. The production quota of 75,000 Licous 
tractors annually has already been woved forward to LI9L and later. 


As always, when plans © beyoad the available forces, the work aust ve dene in 
staccs. 3 tn the first stage uatil 1965, Urous is supposed to asseoalble 45,0 
Massey-Feryueoa tractors anaually. Toese tractors will be the 290 ser! 


without a driver's cab (the cab productitoa division ts still ta disorder). \t 


the awe tlae, the Tractor Industry Ansociation, vorking with the cooperativ 
firns, iu supposed to “polonize” the Masscy-Fetsusen so that te “acd cure 
cost" la each tractor produced can be reduced from the present 910 dollars to 


140 dollarea. 
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Later im 1089-1999, the production of tractors with driver's cabs will ta 
started and the preduction of the traditional “C" tractors will be traasferred 
to the production all for the license tractors. in the prodection areca tlus 
free’, there will probably be started the assembiy of heavy tractors produced 
i” cooperation vith Czechoslovakia. VYheoe are the plans for now. There have, 
however, already been scores of plans and cesigne for the future of Urews om 
they were always euch better than reality. 


it tc eemerally telt that the lovestwent procram bas been two-thirds cealized 
“acept that average arithwetic sives no indication of just what was actually 


Jone . 


aith certain additions to hall 270, it vould be possible to assemble as auch an 
40,000 tractors annually, in other words, dozens of times more than we 

ire now producing. The paint shop isn ready te serve 90,000 tractors. The 
plant for production of Perkins engines is also nearly completed. This does 
hot wean much since the nationvice production of fucl puwps, pistons and 
iujection apparatus will Sarely allow the production of 10,v00 en ines per 
year? 


The cartia;e production line could turn out 75,000 unite yearly bat it is 
mocenpary to send special trucks to P1k to bring beca at leant 20 or wore 
‘roups of conductors. The sheet metal bodics wade in the Kiclee Sypectal 
Autenobile Foctory are barely enows) for current production. The cituation 
with cheeteal products is really trasic. There is a sioertage of plastice, 
UYU» rubber ote. Ae unnal in such cam Be tin vrewetion evel prtat in coternuliued 
Sy tte slowest prodacet of components. 


li Uroes ever puts out any Mansey-Fereunom, it will be thanks to muhenuilt 
icclmolesion. About 40 percent of the tractor parts are made by cottons 
ihevatrion, on hastily-adapted cquipment and viten by howd If only tive 
tractors are to be produced daily, it in possible to play around in this way 
“wt ocxt year, some 20-25 tractors are supponed toe roll of f of the production 
line ewery 3 howrs and what is te be come then? what will the costs be? Wit 
risk is there of a drop in quality wea euch of tue bondreds of parts poling 
into w trector are made individually! Uvew the process wastes of the asoe.bly 
line are treated to a makeshift manner anc are being, teuporarily occumuleted in 
emiainvers. What will happen when these coutainets are overiull? All of thi 
in just makeshift work. 


Careful calculations sent to the government for review tadicate that, tu order 
to finial the basic investments, we will atill weed some 145 billion zlotys 
including 1% billion zlotys in hard currency ior the iuwport oF equipment. The 
Trectoce tedustry Association has presented an ecauct distribution list of to 
whom, when and how wuch. but there are at least W Tifms weeding tavesticnts 
iv the tractor industry alone. “Now that production has oftictally started,” 
aay tle imiustcy's leaders, “we @ust wow so all out and fromcuber certain 
wclarations made before the July national boliday.” 


ide ifom the rlotys and dellatse iu the Sveum Qiven Hooves Urnatn ideo qe 
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supply prefcrence, tax relici, finmancian by the notional state budect for 

production start-up cocts, pousibiliticn for iecreasing its income without 
ruinous charges tor the FAZ |cxpansion unknown), bousing, that 1UJ-percent 
avortization remain in tue factory csuw iacreance in bard currency vwrite-vol I 


etc. 


Pe fhaps the plant will preodece GOOU IF 7255's wert yeat. This in, however, all 
tuat can be dome esing sacesalilt eethods. NSothiaos wore can be done villout 
Central help. 4. anyour vants a Jasney-Ferjanen tractor, let thew pay tor it. 
Wo te 


- ‘ ve ain 7 j ifiest tio out tame Stax = fe mot hy hl. NOV » wt it 1. oi? t hd Ve 


tue iuprension that we are gettin somew ere. 


1775) 
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POLAND 


FIRM REORGANIZATION GOALS DEBATED IN ECONOMICS SOCIETY ORGAN 
Warsaw ZYCIE GOSPODARCZE in Polish No 37, 9 Sep 84 p 15 
[Article: "Wektory 4-5/84: Proposals and Realities") 


[Text] The combined April and May No 4-5 of WEKTORY has been available 
since September. The publishing cycle of the Polish Economic Society's 
[PTE] monthly journal is thue unusually long. Compared with past issues, 
however, we can still observe a certain improvement. The last issue of 
WEKTORY has more aicicles deserving wider recommendation than in the past. 


The editors of WEKTORY suggested reorganizacion of the firms. In the 
foreword “From the Editors” we read: "We cannot allow ourselves the luxury 
of sitting back and postponing difficult problems till tomorrow. In this 
state of aftairs, we have decided to take a public opinion poll on the 
matter of reorganizing the firms, although not all the details of this idea 
have been elaborated to the same degree.” 


This idea, “in its present state of development,” was presented in a voluminous 
publication signed by the editor-in-chief of WEKTORY, Artur Sliwinski. 


From reading this work 1 gleaned that it concerned the preparation in the 
firms of programs for reorganizaing them over a il5-year period. These 
programs would be subject to evaluation (certification) within the framework 
of a system independent of the parent firms. This system would have to 

be organized along the lines of “a structure to administer science and 
scientific and technical progress.” Rules for financing the firms’ re- 
organization, etc., would have to be applied properly to this systen. 


The hopes which link WEKTORY with the reorganization programs are very high. 
These programs would have to become an essential element of the information 
base for socioeconomic plauning, help solve investment problems, etc. 


The mentioned work has not a single reservation about the lack of favorable 
conditions for developing reorganization programs in view of the imbalance 
and various weaknesses of the present economic and financial system. The 
work's ensuing demand to develop the future prospects of certain firms 
certainly contributes to their promotion. One should not expect, however, 
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that this activity could bring the hoped-for results very rapidly. 
Campaigning and any activity in this area very often brings deceptive 
results. We witnessed this in past decades in connection with various 
actions undertaken at the time, namely the organizational and technical 
restructuring of lines of branches, subbranches and regions. 


In this regard, it is worth citiag the opinion of the resident financial 
commentator of WEKTORY, Zbigniew R. Wierzbicki, in his article "Credit 
Disillusionments” in the same issue of the above monthly. Against a back- 
ground of a new credit order being introduced in 1984, he writes that the 
creation of conditions for realizing a hard-currency and hard-financing 
policy "will not arouse much enthusiasm among the majority of firms." 


According to Z. R. Wierzbicki, this is expressed in the wnusual concern of 
enterprises about relieving the banking apparatus of the would-be glut of 
information gathered by this apparatus with regard to researching the credit 
capability of firms. Hiding behind this concern for the correct function- 
ing of the bank are very often the local interests of many enterprises, 
which the new credit order has pressured and forced to answer questions 
frankly: how they will] fulfill the commitments made earlier with the bank, 
what is the share of credit and their own assets in current and future 
activity, what are the sources of coverage of the present commitments 

and what sources will cover future commitments, at what rate is credit 
currency borrowed, what will be the outcome of it, etc.? 


The commentzicy ends with the view that the likelihood of the bank ultimately 
becoming a bank and not a 24-hour cash box will not arouse enthusiasm in 
those links of the national economy that in the name of their own local 
interests think that they should be above reform, that other subjects should 
take care of their activity, whether to grant or remit credit, to grant 
subsidies, reductions and preferences, and they themselves should only take 
care *f profits and gains, payments and premiums. According to the com- 
mentator, these are, unfortunately, the realities of the battle for real 
economic progress and for extrication of the national economy from the 
impasse. 


However, the truth is surely in the middle ground. In spite of a better 
credit order, the bank cannot always guarantee the necessary effective 
preferences. But in the present situation, local threats appear certain, 
too, in the traditional attitudes of the credit recipients--and here the 
financi.l commentator of WEKTORY is surely right. 


Also deserving attention in the above issue of WEKTORY are many other articles, 
including that of Henryk Hajduk: "Building Before Structural Selections"; 
Marek Bryk: "Trends of Improvement of the Investment System"; and Gabriel 
Glowka and Ryszard Uhma: "Crisis of the Housing Standard." In our 

conditions, investment and building require especially profound restructur- 
ing. This demand was also proposed in many articles in ZYCIE GOSPODARCZE. 
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However, this sphere was, as before, too unmanageable for the more pro- 
found effective changes necessary in it. It would be worth continuing this 
kind of publication. 


Henryk Jankowski's article, “Problems of Anti-Import Production,” also 
reveals how difficult a problem is the reorganization of production. We 
learn from this article that income-tax reductions do not produce adequate 
preferences. Revenue offices defer their use, and banks are not always 
inclined to employ credit. The author proposes many solutions enabling the 
wider use of the firms’ own funds for these purposes, as well as enabling 
supplemental import from payments area II, often necessary in the develop- 
ment of anti-import production. 


Reorganization of the firms is a complex task requiring systematic and 
continuous support. Anti-import production is not always an adequate 
solution in this circumstance. In the long run, Poland's share in the 
international division of labor will certainly grow, and not only exports, 
but imports too will increase considerably. 


Prof Waclaw Wilczynski writes about the mutual ties between "structural 
optimization" and “systematic optimization" in his article "Problems of 
Strategy and Economic Policy” in the above issue of WEKTORY. Among 
specific strategic structural problems, he included basic demographic 
issues, economic policy in a cross-section of the main sectors and in 
utilization of basic production factors, assurance of proper relations 
between production and its infrastructure and the environmental protection 
agencies, achievement of basic improvement in the consumption structure, 
that is, an increase of the consumption effect from a unit of consumption 
capital, a basic improvement in the substance of the national income, “the 
increase of its international value, decrease of resource-intensiveness," 
etc. 


According to the professor, realization of these demands requires improve- 
ment in structural programming and effective systematic solutions, as well 
as a high class of economic policy. 


There is certainly a place in this strategy for firm-reorganization 
programs, which are mentioned in the preface of the above issue of WEKTORY. 
Calling for expanded cooperation between the scientific and technical base 
and the firms involved in the work on these programs, WEKTORY also scores 
the proverbial bullseye. Less convincing, however, are the proposals 

&bout activation in this area of "structures to administer science,” which 
also smack of bureaucracy and over-centralization. However, the proposals 
are only one of the more widely emphasized elements and directions of 

action in Waclaw Wilczynski's article in WEKTORY. Thus, we should not 
expect that, without other parallel actions, this will be of a panacea for 
all the economy's woes. The results may also be different and, undoubtedly, 
initially often very controversial (large proposed outlays and relatively smai | 
results). 


However, the cantroversey of these and other demands does not alter the fact 
that we recommend the above issue of WEKTORY to our readers. This issu 
proves that WEKTORY is attempting to fulfill ever better the function of 
monthly journal of the community of Polish economists 

1242] 
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POLAND 


‘.IGHT INDUSTRY UNIONISTS AIR CONCERNS OVER 1985 PLAN 

Warsaw ZYCIE GOSPODARCZE in Polish No 35, 26 Aug 84 pp 1,4 
[Article by Irena Dryll: "Light Industry: A Hard Nut To Crack") 
[Text] The consultation gained momentum. 


At a certain point, Alfred Makowiecki from RADOSKOR observed: "On one side 
we the unionists sit with our haphazard knowledge; on the other side sit the 
decisionmakers from the ministry where the reports on the subject of what 
awaits us are piling up. We would like to know why the proportions of the 
plan have developed in one way and not another and what opportunities light 
industry has based on this." 


The unionists are the representatives of two federations: the Light Industry 
NSZZ [Independent Self-Governing Trade Union] with its headquarters in Lodz 
and the Leather Industry NSZZ with headquarters in Opole. Meanwhile, the 
decisionmakers are the representatives of the leadership of the chemical and 
light industry ministry. Both groups, together with the representatives of 
the Association of Polish Textile Engineers [SWP], discussed the plan for 

the coming year for 2 full hours on 15 September 1984 in Lodz. The unionists 
demanded concrete plans and thought that the published assumptions of the 

CPR [Central Yearly Plan] for 1985 were too general and incomprehensible. 


"It is good to read it as information on the plan for 36 million Poles, but 
not as a basis for consultation," observed Marek Bartosik, chairman of the 
Light Industry Federation Social-Daily Life Commission. The representatives 
of the ministry reassured him, saying: 


"Between September and October, there will be another, more detailed version." 
Then M. Bartosik asked: 


"In the opinion of the ministry, is light industry sufficiently emphasized 
in the assumptions?" Meanwhile, Andrzej Meksa, chairman of the cotton industry 
section, wished to know: 


"Are we in the stage of stagnation or optimistic stabilization?" 
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Meanwhile, the others (and there were more than 20 discussants) led the 
discussion in the direction of what is to be used for production and work 

in the coming year, what we will produce and how much we will be paid for it. 
The raw materials base, capital spending and the emoluments question are 
issues that stirred great interest. Questions of social policy also were 
discussed, but we will speak of them another time. 


Raw and Fabricated Materials 


The problem of supplying light industry with basic raw and fabricated materials 


for next year was so prominent perhaps because of late raw materials 
shortages have become especially severe in some enterprises. Over a dozen 
days have passed between the making of a decision at the highest level to 
activate special producer goods reserves (a process that takes place each 
year at this time) and the implementation of such a decision. 


"Much time was lost in the surmounting of bureaucratic barriers," said 
Waclaw Mitas, deputy director of the planning department in the Chemical and 
Light Industry Ministry. He illustrated the issue with the following example: 


"On Friday, 20 June 1984, the director of a Czestochowa plant telephoned the 
department, informing us that on Monday a division would shut down production 
due to a shortage of raw materials.. It took 16 phone calls (yes, 16) for 
me to free up the raw materials and prevent a stoppage." 


In other factories, particularly those that process raw materials imported 
from the II payments area, generally production goes on when raw materials 
deliveries have been made, and so there are many stoppages. It is obvious 
what effect this has on the general atmosphere, not to mention production 
volume and quality. Moreover, it is not merely a question of imported 
producer goods. 


Eugeniusz Czorny of the ELTECH Technical and Fancy Articles Plant in Bielsk 
said: 


"Half of our machinery is under canvas. The mill that supplies our knitting 
needles confirmed 4 tons of a planned 15-ton delivery for August. Production 
had to shift to other goods." 


I explain that without these needles, it is impossible to produce the so-called 


carded coverings needed by every textile factory. ELTECH is their only 
producer. 


E. Czorny went on, "If this continues, we too will shift to the production 
of other goods. Instead of supplying the textile industry, we will begin 
to produce so-called Gall chains for the mining industry." 


A third typical example was cited by one of the discussants: at the time 
that factories were struggling with the shortage of raw materials, including 
cotton, SURTEX in Lodz, the institution that was the compulsory broker for 
procurement, neither knew what would happen nor was able to help. 
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"Then why should we have such an expensive brokerage setup?" asked the 
speaker. 


The current producer goods situation is somewhat better. For example, the 
total cotton balance for the third quarter is stated as "guaranteeing overall 
needs," but not assortment needs; there are more of some varieties of cotton 
and fewer of others. Thus, the seesaw continues. With regard to the coming 
year, however, Eugeniusz Zarzycki, deputy minister of the chemical and 

light industry, said: 


"We are going to try to keep raw materials procurement from being a barrier 
to the production increase, even though the situation is very difficult." 
And he added by way of self-criticism: 


"Zi know that what I am saying sounds breakneck, but it was no different last 
year. The procurement prospects for this year were not rosy either..." 


Further clarification showed that the ministry has several hundred million 
dollars allotted for procurement from the second payments area for government 
orders and production-task programs for 1985. And if these allotments get 
beyond the paper stage (since the distance between the awarding of an allotment 
and the "biting off" of these dollars is far), the planned increase in 
"Light" production for next year has a chance of becoming a reality. A total 
production increase of 4.7 percent is called for. This includes a production 
increase of 3 percent to 3.5 percent in cotton and worsted yarn, a 7-percent 
to 8-percent increase in cotton fabrics, a 9-percent increase in hosiery 
products, over a 4-percent increase in footwear, a 30-percent increase in 
toweling, a 23-percent increase in thread and a 3l-percent increase in rubber. 
I purposely note the articles in which the shortage is greatest in order to 
show that the "game" is being played for raw materials procurement for Light 
industry and its outcome determines consumer goods flow. 


Since at present the weakest point is the production of yarn, particularly 
cotton yarn, and the resultant tremendous shortage of cotton fabrics, an 

SWP representative, W. Zagorowski, proposed on behalf of the association that 
the possibility be considered of importing 10 million meters of so-called 
raw cotton, a semifinished product that could be finished in our factories. 
The import of this type of fabric has always taken place and likewise is 
occurring this year, but not in the proposed scope. 


A critical point made by Deputy Minister Zarzycki is the possibility of 
improving the flow of consumer goods by planned changes in the structure of 
production in some subbranches for next year. For example, the clothing 
industry ought to reduce the production of overcoats and increase the 
production of shirts and jackets; the knitting industry should produce more 
products from cotton yarns and fewer from synthetic fibers that have less 
and less of a market. These items are standing in storage. The footwear 
industry must bring in more attractive styles. Changes in structure and 
style, however, depend not only upon the producer's good will but also (and 
in the main) on the procurement of raw and fabricated materials. 


If foreign exchange allotments are freed up (as is now very often the case) 
"after dinner," or after the dates on which exchanges and auctions at which 
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quality raw materials may be purchased relatively cheaply are held, this 
impacts negatively both on the fulfillment of the plan and on what is stocked 
on the shelves. 


It seems that the method of distributing our modest foreign-exchange funds 
ought to be re-analyzed, within the framework of discussion on the plan, by 
all participants in the producer goods management chain, along with the bank 
and the Planning Commission. 


Capital Spending 


This question that made its way into the discussion during the consultation 
concerns the technical equipping and capital spending situation. 


"The investment issue disturbs me," said M. Bartosik. "The central plan 
includes a single ‘light' capital spending project: a tannery in Biezanow. 
The most competent economists argue that we are dragged down by capital 
spending projects from the previous period and for this reason our industry 
cannot ‘'score.' If we do not improve our equipment, then how can we 
improve quality?" 


"We shall strive towards keeping depreciation allowances totally within the 
factories. Our machinery is 60-to 70-percent obsolete," said Stanislaw Gapys, 
chairman of the Economic-Wage Commission of the NSZZ Light Industry Federation. 
Wlodzimierz Niechwiatowicz, chairman of the Leather Industry Trade Union 
Federation, announced an identical proposal on the depreciation question. 


In the opinion of the SWP: 


"The depreciation of fixed assets in light industry and, along with this, 

a capital spending plan at zero level are unacceptable. The SWP recommends 
the inclusion in the central plan of at least two capital spending projects 
(weaving mills) as well as reductions, credits and subsidies for enterprises 
that embark upon capital spending projects that yield a quick return." 


Both union members and representatives of the SWP discussed the resistance 
with which Decision No 7 of the Council of Ministers from last year has been 
implemented. It will be recalled that this decision concerns stepping up 
production in light industry and replacing the severe shortage of cadres with 
productive technologies, thereby moderating the consumer goods shortage. 
According to this decision (about which we wrote last year), light industry, 
and the textile industry in particular, was to obtain help from the other 
ministries--the machine and foreign trade ministries, as well as from banks, 
in the form of credit for the purchase of domestic and imported machinery, 
the latter purchased from CEMA countries. 


"Setbacks are occurring in the implementation of Decision No 7," Deputy 
Minister Zarzycki cautioned. 
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The discussion showed that, as in the past, the domestic textile machinery 
industry prefers export from native cosnignees and that talks with foreign 
contractors are not going well. Thus, it was noted that the level of machine 
design submitted by domestic producers has declined, that certain priorities 
are necessary for this industry, that the supply of spare parts is disastrously 


low, that banks are unwilling to grant credit and that (as the SWP recommended), 


consideration ought to be given to placing the textile machinery subbranch 
organizationally under the Ministry of the Chemical and Light Industry. 


Said the deputy minister, "With regard to capital spending, the only real 
opportunity lies in Decision No 7." It is his belief that sector operations-- 
the purchase of indispensable machinery, spindleless technology and the like-- 
may yield relatively rapidly significant results. He called this the "baby 
step policy." 


Agreed. Let us take steps, if only small ones. However, what is happening 
now is proceeding at a snail's pace. If light industry does not receive a 

technological shot in the arm, next year's plans for a production increase 

will turn out to be an art for art's sake venture. 


In my opinion, the problem noted during the discussion regarding the 
technological revitalization of selected sectors of light industry ought to 
be reconsidered both from the aspect of the operation of financial mechanisms 
and from the stance of the cooperation of all the partners named in Decision 
No 7. 


Wages 


This topic covers the issue of next year's emoluments policy and the position 
to be occupied by light industry in the hierarchy of emoluments. 


Let us recall: last year, wages in light industry, partly due to Council 

of Ministers Resolution No 88 enabling additional earnings for added 
production, rose appreciably. At the end of 1983, the average emolument in 
light industry was 13,338 zlotys. Nonetheless, this still was far below the 
emolument received in the domestic processing industry (14,127 zlotys), repre- 
senting 84.8 percent of the average emolument in industry as a whole. 
According to GUS [Central Office of Statistics] data for the period of 
January-May 1984, the average monthly wage (plus compensation and profit 
sharing) in light industry was 15,278 zlotys, in the processing industry it 
was 16,279 zlotys and in industry as a whole it was 17,894 zlotys. Despite 
the high growth rate of nominal wages in light industry (for the 5-month period 
this year, it was 27.6 percent, while it was 24 percent in the processing 
industry and 22.7 percent in industry as a whole), the hierarchy did not 
shift and the gap did not narrow but even grew a little wider. This is the 
statistical foundation of the wage considerations that took place during 
the course of the consultation. 


"We need money to pay doctors ano ..achers; their wages must be raised. But 
does this have to be at the expense of the profitability of an increase in 
production productivity?" said Jerzy Kazimierczak from the Lodz Felt Industry 
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Plant. “We are doing everything possible to increase productivity and 
production. We still have reserves, but they are not significant. If, as 
I read in the assumptions to the CPR [Central Yearly Plan], productivity 
profitability is to be reduced, I do not envisage this increase. We are 
working under very difficult conditions, truly difficult ones. We will not 
be able to get the people to understand that it will have to be this way." 


"The CPR assumptions lack a future view of wages for light industry. Without 
this, people will leave it," said Henryk Pysz from the Bielsko-Biala 
BAWELANA Plant. 


"The worker is faced with the dilemma of what's next. He puts forth more 
effort, but is able to buy less. Part of the increased effort of the 
industrial worker is diminished becaused he is paying for inflationary 
processes. Is the ministry making any analyses to show how much effort 
inflation consumes and how much is translated into wages?" asked Zbigniew 
Kaniewski, director of the bureau of the Light Industry Federation. 


In his opinion, the reduced profits for the increase in productivity will 

have a negative impact on the level of production and employment. The 

exodus of the workforce, somewhat curbed by Resolution 88, is beginning 

anew. Thus, we must maintain the wage situation at least at the current 
level. The average wage increase ought to compensate for the price increases. 


"We need social calm," he said. 


Other discussants noted that wage increases hitherto occurring in light 
industry have emanated from the intensification of labor (the so-called 
selection of machinery or the increase in service standards) and the 
lengthening of work time (work on work-free Saturdays and “overtime"), 

If this additional effort that is very burdensome, especially for the female 
workforce, is not reflected properly in earnings, there will be no one 
willing to work overtime or to work at otherwise unused machinery. And if 
this happens, the now somewhat better stocked store shelves again will be 


empty. 


"The dangers in store for light industry and the market, if the index of 
profitability of the production increase is reduced, are not hard to imagine," 
stated one of the discussants. 


The representatives of both federations had the following recommendation 
concerning this part of the discussion: everything possible must be done to 
maintain at least the current wage and priority levels, in the real sense. 


The emphasis on the need for realism stems from the fact that unionists had 
reservations regarding the price increase index given in the assumptions. 


"Is this not a planning error?" queried S. Gapys. In his estimation, this 
emanates just as much from this year's price increase; moreover, the antici- 
pated price increase of certain raw and fabricated materials must be reflected 
in the price of finished products. 
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"What will we do to prevent people from losing out if the price increase 
exceeds 9 percent?" asked M. Bartosik. 


The ministry representative, Dr Miroslaw Wozniakowski, director of the wage 
department, agreed with the wage recommendations of the unionists: 


"For us the issue of the correction factor for emoluments is of special 
importance, since light industry employs most of its people according to 

the piecework system. There are subbranches where about 70 percent of the 
workforce does piecework. A possible drop of the corrective below 0.5 percent 
would be unfavorable from the viewpoint of the production increase. What 
scale is being considered? A corrective of 0.45 is being discussed, but this 
is still uncertain. Nor is there anything definite regarding the scope of 
preferences for specific subbranches." 


Thus, there are many unknowns. One thing is certain, however: "light" 
industry is a hard nut to crack. That is, it presents us with many problems, 
regarding procurement, technology and wages. Some people are attempting to 
resolve the latter problem through plant systems of emolument. Thus far, 
wage agreements have been signed in 30 light industrial plants. 


“Is the ministry totally satisfied with this number?" asked Pawel Szymanski, 
chairman of the NSZZ Light Industry Federation. Director Wozniakowski 
admitted that this is not really a large number, given the fact that there 
are more than 400 "light" industrial plants. In his opinion, however, this 
in no way means that plants lack the funds to initiate their own incentives 
systems. We know that many enterprises are making increases in the existing 
wage system. They are waiting to see what happens, whether they will receive 
any tax relief. 


To be somewhat malicious, at the ministerial level, the enterprise is 
identified mainly with something or someone calling for reductions and 
preferences. In answer to the question of one of the discussants quoted at 
the beginning of this article: “In the opinion of the ministry, is light 
industry sufficiently emphasized in the CPR assumptions?", Deputy Minister 
Zarzycki replied: "At present, there are no preferences in line for anyone 
for next year. They are to be determined by 30 September 1984." 


It is clear that everyone has his own professional bias. 
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ECONOMIST URGES ‘BOLD’ POLICY DECISIONS ON PRICES, INCOMES 
Warsaw ZYCLE GOSPODARCZE in Polish No 37, 9 Sep 84 pp 1, 4 


[Interview of Prof Czeslaw Bobrowski, chairman of the Advisory Economic 
Council, by Karol Szwarc: “A Taste of Balance: People Have Been Beset by 
Inflation Long Enough"] 


[Text] [Question] Prof Bobrowski, the press is full of the opinions about 
the proposed plan for next year, meanwhile the Advisory Economic Council 
(KRG) has not published a single word on this subject. 


[Answer] True, as far as the press is concerned, this interview will be the 
tirst statement of KRG on the subject of the proposals in the CPR (Central 
Annual Plan) for next year. Earlier, on 25 August, we sent a text of our 
opinion to the Planning Commission and the Presidium of the government. That 
text, however, is only a fragment, and that only provisional, of our com- 
ments. Taken formally, it is only an opinion of the Presidium of the 
government. Next year's plan is 4 quite serious matter, and we are concerned 
that the opinion on the subject of the proposals be the opinion of the KRG 
plenum, which will take place on 11 September. Publishing the comments in 
their present form would, therefore, be premature. 


[Question] And will they be published later? 


— That is also doubtful. We are in a position somewhat different 
rom that of individuals or institutions consulted by the Planning Commis- 
sion. Moreover, in a conversation with the first deputy chairman of the 
commission, we clearly emphasized that the proposals in the form in which 
they were presented to the public in general were, in the opinion of 
experts, inadequate. Financial elements that will accompany next year's CPR 
are still missing. 


This is a very real matter. For a long time we have emphasized that treating 
the CPR exclusively as a materials plan is too narrow. It should be both a 
materials and a financial plan. 


[Question] Expecially during the period of the reform. 


[Answer] Obviously, but also particularly when there are manifestations of 
inflation, particularly in next year's situation when payments for savings 
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reveal the true position of people's incomes. 


The old practice of constructing the materials plan on the basis that its 
being consistent will be enough to resolve financial problems was not good. 
This was simply not so. 


[Question] Is the Planning Commission aware of this? 


[Answer] From our conversations, we deduce that the administration knows 
about this. But thus far the commission has not been able to obtain the 
financial documents in a sufficiently final form. They are to be finalized 
during August. But we do not have them. For this reason, in the material 
sent to the government, we stated that our opinion is provisional. Our 
opinion will be final when we see the budget, the balance of income and 
expenditures of the people. 


Recause of these considerations we omitted details in our opinion, statements 
as to which index is good and which is bad. Moreover, the proposals appeared 
just before the harvest, while the CPR is to be considered by the government 
after the harvest when the results of the harvest are known. So why should 
we harp on whether the Planning Commission did a good job of guessing what 
the harvest will be when we will know what kind of harvest it was when it is 
time to decide on the plan?! Many people, properly, although prematurely, 
raised the question of the nonconvergence of indices. But these nonconver- 
gences could be resolved auch better a few weeks from now than today. For 
this reason we anticipate an eventual supplementing of the opinion on the 
basis of the plenum of the council and a final statement with respect to the 
CPA when it is formed. 


Half the work is behind us. I would like to remind the readers that in the 
columns of ZYCLE GOSPODARCZE, in several issues during the second quarter of 
this year, we made statements on the subject of the future economic policy, 
and, therefore, also on the CPR for 1985. I believe that these published 
statements constitute a greater contribution than the opinion sent to the 
government at the end of August. 


This year there is a special circumstance: instead making proposals first 
and then the CPR, and later creating the instruments, as was done formerly, 
on 13 July, the Council of Ministers adopted a resolution in the matter of 
instruments of the plan, which ZYCLE GOSPODARCZE recently published. And 
this was fortuitous since this is a document that is unfamiliar to most 
people. 


[Question] Expecially to the enterprises. 
[Answer] We were to formulate our opinion on this proposal in July, during 
vacation time, a deadly period for the council. We supported certain things, 


and questioned others. 


| Question] What were these comment «? 
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[Answer] For example, -- and, after all, we did this earlier in materials 
published in ZYCIE GOSPODARCZE -- we questioned what you have, with such wit, 
called “workers for passes." It seems to us that this system, prevalent in 
12 of 19 provinces, is an ineffective and technically burdensome systea, like 
every needless prescription. As a side effect, it may even bring conse- 
quences opposite from those intended. If, in the opinion of the department 
of labor, a nonpriority enterprise could let several workers go, it will not 
do so since it knows that later new workers will not be assigned to replace 
them. Perhaps this is a theoretical objection, but it exists. Wot to men- 
tion the fact that I am sympathetic to the departments of labor that have to 
specify which is a priority enterprise and which is not. I also have sye- 
pathy for the small enterprise since such a determination always ends with 
the statement that a large plant is more iwportant than a small one. 


We have reservations as to the tendency toward reducing enterprise invest- 
ments. This matter is covered, somewhat imprecisely, by the CPR proposals. 
lt is distinctly stated there that the general investment expenditures will 
be decreased, but it is not clearly stated that enterprise investments will 
be decreased. But, of course, central investments will have priority, as 
will government orders. Obviously, if something is “cut,” someone must ab- 
sorb this. This is a very serious problem and I will return to it again. We 
have touched on it now, and we will touch on it again. 


And conversely, other matters in our previous comments have already found an 
echo. I was glad that if the government in its resolution on instruments did 
not precisely specify its position with respect to the form of FAZ (Voca- 
tional Activization Fund), then the Planning Commission is inclined toward 
our recommendation of a so-called nonstandardized FAZ in which the dynamics 
of production will not be considered. 


gprs | From what you have said, it follows that cooperation of the KRG 
with the Planning Commission is going well. 


[Answer] We have developed much understanding, if not before, then at least 
a week before developing our text, in conversation with the vice chairmen, 
Franciszek Kubiczek and Jozef Zajchowski. 


Also, we had a discussion with Jozef Zajchowski when he had just come into 
the commission. At that time it developed that our proposition of admitting 
that the real priority is not in which drawer a given investment is placed, 
but when it is likely to be completed, had somehow penetrated. This does not 
mean that I believe that we figured this out, since worthy propositions can 
appear simultaneously. But recognizing expenditures that will be finished in 
two years is, I believe, of special value. 


[Question] What is the basic position of KRG in the matter of the proposed 
plan for the coming year? 


[Answer] It might be called the support of the main concept of the Planning 
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Commission. This concept is written into the text of the proposals in the 
form of two variants: activities aimed at balance or toward increase in 
nominal income. It is said that the government and the Planning Commission 
support the first variant. Happily, from the voices that are reaching us, it 
seems that we will be able to achieve an understanding of this proposition. 


It is an extremely ieportant proposition. It seems to me that the disease 
that has prevailed for a wery long period, over the last several years, that 
it is better to have worthless woney than to have no money, is getting 
weaker. In the economic consciousness of society, the understanding has been 
revived, perhaps not yet in a decisive way, that increases in prices are not 
worth anything if they are mot accompanied by an increase in the amount of 
goods purchased. It seems to we that people are tired of inflation. People 
are already beginning to understand that the defect of this hunting for an 
increase in nominal incowe is the continuous support of imbalance even in 
those sectors where it should not occur. I also beliewe that the price 
allergy has also diminished somewhat. Or that there is 4 greater poesibility 
of social acceptance of strengthening the policy of balance. 


At the same time, in our opinion, there is the need to aake an added effort 
in the matter of balance. Thus far we have not been able to congratulate 
ourselves on clear progress in stemming inflation. For this reason the 
intention of reaching single-digit price increases during the coming year 
will require decided support, this is simply a necessity. If the process of 
decreasing the rate of price increases does not move forward as auch as pos- 
sible, then the infectious fear of what will happen to prices in the coming 
years will continue to grow. We must try to break this cycle. 


[Question] Under what conditions will it be possible to strengthen balance? 


| Answer | We are very glad that the Planning Commission is proposing to 
increase the emphasis on balance. But in order for this emphasis to be real, 
effective policy across the whole broad front aust follow. 


As far as prices are concerned, obviously they aust be raised since we wil! 
not balance demand by an increase in goods even if we restrain it. But this 
increase in prices must take a form that is least likely to lead to wage 
claims. I have no hope that we will be able to end the inflation spiral 
completely, but only that we will not supply an additional, psychological! 
stimulus for pressure on wages, which will then have to be compensated for in 
prices. 


[Question] Why do you and your colleagues think that this process is 
possible? 


[Anewer] The first hope is that we continue, indeed, to have « shortage of 
goods, contrary to earlier hopes, but the real burden of owerhanging infla- 
tion has decreased. It is decreasing because prices are going up, therefore 
people have to have sore ready cash. At the same time, we can see 4 @ani- 
festation of negative saving, 4 certain lack of increase, and even withdrawal 
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of deposits among the poorest and an increase of savings deposits by the 
rich. This socially unpleasant phenomenon of the location of the inflation 
overhang has its own good side asong small richer groups, however, siace this 
is a true, long-tera savings. 


The second hope is created by the fact that in certain sectors we have 
approached balance. And that, acting effectively, we can come gradually to a4 
balance in many significant areas. 


In the past year we proposed a very sharp increase in turnover tax on re- 
frigerators, coupled with a proposed increase in national production and an 
increase in imports. lUaports were realized, production was not. And the 
increase we proposed did not cose about either because the operation was 
carried out only with respect to @inirefrigerators. Wot because of stub- 
bornness, but because experience indicated that we were right, we are pro- 
posing a fair increase in turnover tax ia those cases where this aay bring us 
closer to a balance. Specifically, we are proposing an approach, which I 
will mot elaborate on, to the problem of cars, since this is an extremely 
worsening aad sad situation: since the crisis the auaber of cars is in- 
creasing, and supplies of tires, batteries and repair parts, except for 
supplies for villages, as well as gasoline, are decreasing. 


Meanwhile, we are skeptical, as usual, as to gassive increases in food 
prices. From the point of view of market balance, when prices of basic foods 
are touched, the matter of wages comes up at once. After this it develops 
that the balancing effect -- people like to say drainage, | prefer balanc~ 
ing ~~ is extremely weak, and in human psychology, the undesirable feeling 
that all prices are increasing remains. 


Although there is not yet any plan on price policy, we are also thinking 
about what to do in order to avoid « secondary effect on a great nuaber of 
prices of manufactured goods when certain prices of supplies, for instance, 
coal or electricity, are, of mecessity, increased. And we wish for the 
Planning Commission, ourselves and the country that the proposal, "a no 
greater than nine percent price increase," wight be realized. 


[Question } Do you believe ia this? 


[Answer] Perhaps this will come about. People say, “They wrote 10 or 15 
percent and it was 20." We newer believed that these anticipated indices 
would hold. For the first time, we are ceady to believe, under the condition 
of very bold decisions. 


| Question] What kind of decisions do you have ia ind? 


[| Answer) l ae thinking of bold decisions pertainiug to three areas: income, 
investment and foreign trade. 


FAZ plays the greatest role in regulating wages. It was given too many 
tasks. This horse, of average power, was loaded down with more than it« own 
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task, that is, with motivating the enterprises to assign a greater share 
of profits to development funds than to income. 


[Question] Was this really its proper task? 


[Answer] At first we had something else in mind, that this would be accuau- 
ating funds to help the unemployed. But it did not come out that way. A 
different, proper interpretation developed. But later, there was a series of 
resolutions and finally a system that is trying to load FAZ with even 
more tasks. For example, it is supposed to stimulate production. Where? 
Does this have any effect in the equipment industry? In this industry pro- 
duction depends, of course, on supplies and the state of equipment. Here the 
dynamics of wages has no effect on increase in production. Workers only 
affect quality, and not quantity. Further, what sense does it make if an 
increase in production is compensated clearly more than an increase in pro- 
ductivity? This is clearly an effect of inflation. Various unpleasant 
manipulations are arising around FAZ, for example, counting workday work as 
Saturday work. I do not know how much of this there is. I know, however, 
that it is more than we expected. 


All of this contributes to placing too much weight on production indices. 
When production increases, profit increases, and then relief with respect to 
payments to FAZ is added to this. In this way, in some enterprises, there is 
no point in thinking about how to increase production if it only results in 
chasing the relief circle. I am not saying this to be “against enter- 
prises," since, in general, I have a good opinion of their activity, not good 
in general, but good in comparison with the state of a year or two ago. 


For this reason, we are proposing a transition to a so-called nonstandardized 
FAZ, and only two kinds of relief in it for enterprises that introduce new 
systems of motivation and for export. In our hard currency situation, ob- 
taining additional dollars or additional imports is so necessary that, even 
when the export account is unprofitable, taking the import account into con- 
sideration, the multiplier effect is greater. 


Our approach to other income is similar. For example, the prices of commod- 
ities should not be increased to the same extent that costs in agriculture 
increased. A more complex computation should be obligatory. When we pub- 
lished our position on this question in ZYCLIE GOSPODARCZE, there was an 
immediate attack by the Council on Food Management and by the farmers. How 
much was written on the subject! Everyone has a right to see matters dif- 
ferentiy, people connected with a given area of the economy even have a right 
to a certain bias. But I have one complaint. I cannot accept the insinua- 
tion that KRG proposes a tight income policy only with respect to agriculture 
when we say clearly, then and now, that tight policy should apply to all, 
including agriculture. 


[Question] And what are the other areas for these bold decisions? 


[Answer] L am 99 percent certain that 1 am not mistaken when I say that the 
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investment structure that we have at present will lead to an increase in 
freezing expenditures in the next few years. Or to inflation. This struc- 
ture emanates not only from old projects, but is also the product of concern 
for the future. For example, investments in mines, metallurgy, or energy ma) 
even be necessary. But if we come to this distant future in the state of a 
broken econoay, then we will gain nothing. Thus, what is important is rec- 
onciling the long-term view with the short-term; for this reason, in our 
Opinion, we must assiduously protect the investments of enterprises. Those 
that are real, and not those that have been imposed on thea. 


Finally, foreign trade. We have had interesting experiences here. Owing to 
energetic intervention, made without fanfare, we have prevented further de- 
crease in coffee imports, and have even achieved an increase in deliveries. 

I like coffee myself, and I am not the only one. Let us not underestimate 
the effect of being able to simply buy coffee. We have brought about a 
healthy sitution, we have achieved balance in the coffee market. But is it 
only in the coffee market? Because of the connection between purchase prices 
and sales prices, by ordinary increases in coffee imports, for a couple mil- 
lion dollars, we brought about a balancing effect worth half of last yeac's 
food operation. 


This is a model that must be applied more widely. Large sums are not involved 
here. For example, one or two million dollars should be enough to bring in 
Spices, pepper, etc. Perhaps aot for us, but for our wives, the problem is 
"to Find,” a question of supplies, a question of some kind of choice, this 

an important element that makes life easier. 


This is linked to a broader subject. We operate with statistical indices oi 
maiket supplies and food. This is most important, we cannot get along with- 
out *t. But please remember that statistics do not reflect the utilitarian 
worth, they do aot, except only in commentaries, cover the continuity of 
supplies, they are not concerned with the problem of a certain, not very 
great variation in market offerings. 


We say that our life is gray. I am not saying, and I have no hope that we 
will quickly create a cosy life for ourselves, together with all its delec 
tations. But when we can, for little money, thanks to a certain increase iv 
the import of articles that are sold here at an unheard of advantageous 
index, give balance a different taste, then I do not know why we are aot 
doing it. Perhaps because there is the right to control: the advantage of 
size. It is expressed in various forms. A large enterprise gets relief mo: 
easily than a small plant. Everyone thinks of large commodities, of raw 
materials, of fodders. But no one remembers pepper. This problem is made 
more critical by the fact that it is balanced materially and not financially. 

It can then be proved that a balancing action through adroit, difficult 
operation of completely marginal expenditures of hard currency may substan 
tially improve the taste of a statistically little changed lifestyle. 


Thus, it seems to us that if bold and effective policy that would clearly se 
up a balance were carried out in just these areas, with simultaneous hard 
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financing in the sphere of credits and grants, then this nine percent in- 
crease would be adequate. Perhaps it could even be less if we were able to 
ameliorate the intermediate effects of an increase in consumer prices. 


[Interviewer] Thank you for the interview. 
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POLAND 


‘CASTROL’ MARINE OILS REFINED IN GDANSK GO ON SALE FOR ZLOTYS 
Warsaw KURIER POLSKI in Polish 18 Sep 84 pp 1,2 
[Article by W. Swiecicki] 


[Text] In our reports from the first Gdansk marine exposition in 1982, we 
wrote about the presence at "Baltexpo" of representatives of the Castrol 
Hamburg group of the British Burmah concern, which, despite martial law, did 
not break off trade contacts with Poland and even expanded them. Precisely in 
October 2 years ago, negotiations were finalized with the Gdansk Refinery 
Works concerning the production of brand lubricating oil for ships, called 
marine oil, based on components supplied by the Castrol firm. 


The start of the production of several kinds of marine oil was hampered by 
lack of barrels and foreign exchange for the purchase of the components for 
the processing of base oils, and the like. In order to get things started, 
the Hamburg businessmen even bought a shipment of Polish coal, for which there 
was no demand at the time. Those problems are memories now. 


Messrs Klaus Peter and Herbert Feddern of Castrol told us during “"Baltexpo 
84" that the Gdansk refinery has been producing a growing number of Castrol 
brand marine oils, and recently also motor oils. In 1983, the firm received 
1500 tons of marine oils from Gdansk, and this year they expect to receive at 
least twice as much. The quality of the oils Marina-MOX, Castrol-MXD and 
others (for main and auxiliary ship engines) is the highest the firm's label 
allows. 


The Castrol firm disposes of the ready product. Marine oils from Gdansk 
return to the FRG and are sold to... Romania. The Polish merchant and fishing 
fleets buy 12 thousand tons for their needs yearly, including 3 thousand tons 
from Castrol, but in... Hamburg. This was the situation until recently. 
During "Baltexpo 84" this matter was finally settled. No longer will oils 
from Gdansk be shipped to western European ports from which Polish ships later 
bought them at much higher prices. 


A representative of the management of the Gdansk Refinery Works, deputy 
director for economic and trade affairs Jan Lubienski, told us that the Ciech 
Foreign Trade Enterprise obtained the rights for buying Castrol marine oil 
directly from the refinery. Thus, additional costs and the resulting great 
losses for the national economy will be eliminated. The losses to the 
refinery itself used to amount to 15 percent of its profits. 
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As it turns out, the barrels are already being produced by Polish enterpises 
in Malomice and the Silesia steelworks. They consist of 200-liter containers, 
which hold 180 kilograms of oil. The refinery expects shipments of tank 
trailers for the transport of the oils to the ships. 


The Gdansk Refinery Works have the production capacities and the Castrol firm 
has great demand for marine oil. It is not impossible that production will 
still be increased during this year. The sales in Polish ports, with deliv- 
eries to ships, accelerates the whole process. 


We have also learned that in the current year, on the order of Castrol, the 
Gdansk Refinery Works produced oils with the symbols SAE-80 and SAF-90 (two 
kinds) for automobile engines. The Hamburg disposers of the license ordered 
in Gdansk and sold over 3 thousand tons of those oils to the GDR. That 
contract has already been fulfilled. 
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POLAND 


PLANNING COMMISSION DEBATES TRANSPORT POLICY THROUGH 1990 
Warsaw RZECZPOSPOLITA in Polish 24 Sep 84 pp 1,2 
[Article by PAP] 


[Text] The directions of transport policy through 1990 and programs of 
development for railway rolling stock, the container transport system, the 
railway's repair base, and automobile transport and inland navigation for 
the years 1986-1990, and directionally through 1995, were the subject of a 
session of the Presidium of the Planning Commission of the Council of 
Ministers on the 22 of this month. 


Deputy Premier Zbigniew Szalajda and the ministers of the interested 
ministries participated in the deliberations, which were led by Manfred 
Gorywoda, the deputy premier and chairman of the Planning Commission. 


It was asserted that at the onset of the 80's, disproportions occurred in the 
country's transport system between the transport needs of the economy and 

the efficiency of transport. This was the result of a rapid increase in the 
demand for transport services and simultaneous lack of investments in 
transport in the 70's. 


The Presidium of the Planning Commission acknowledged that the national trans- 
port policy in the 5-year and long-term plans, currently under preparation, 
must be considered both from the point of view of its role in increasing the 
efficiency of the whole economy and the most efficient use of materials and 
funds assigned to the development of transport. The Presidium emphasized the 
role of the Ministry of Transport in the whole transport policy of the 
country. Taking into consideration the conditions of further economic devel- 
opment, it was asserted that the improvement and expansion of railway trans- 
port will be of decisive importance. The realization of this task will re- 
quire the defining of areas in which to concentrate efforts and outlays in 

the next few years. Included among these were, above all, the necessary 
deliveries of rolling stock. It was stressed that the defined possibilities 
of increasing deliveries of railroad cars in the next few years, particularly 
freight cars produced domestically and imported, require the realization of a 
complex program of raising the efficiency and readiness of the railroad car 
fleet. We are talking here about actions on behalf of a rationalization of 
loading-unloading actions, disciplining of the rolling stock economy, limiting 
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of the withdrawal of used technical equipment, and modernization of the rail- 
way’: repair base, with deliveries of new machines and equipment, moderniza- 
tion of technology and organization of work. These actions should be assisted 
by economic-financial solutions and instruments. 


Modernization of the main switching stations and increase in the circulation 
of the main transport circuits and the flow capacity of the traffic junctions 
were accepted as one of the basic directions for improving railway transport. 
In the next few years, priority would also be given to repair of the railroad 
surfaces, improvement of the technical status of the traffic safeguard equip- 
ment, and further progress in the electrification of the railway. 


The Presidium of the Planning Commission pointed out that limiting of the 
transport-intensiveness of the economy by undertaking economic and organiza- 
tional moves must be an important direction for transport policy. This will 
be achieved by enforcing the requirement of financial independence in the eco- 
nomic activity of enterprises. This concerns the improvement of automobile 
transport, among others. 


The decisive importance assigned in the transport policy to the issues of 
modernization and overcoming of the so-called narrow cross-sections, must also 
be accompanied, as it was stressed, by preferential treatment of transport, 
using the lowest unit costs and the lowest consumption of fuels and energy. 


The directions of transport policy and the program of the development of 
transport through 1990, after making allowances for the results of the 
discussion of the Presidium of the Planning Commission, will be submitted for 
consideration to the Council of Ministers. 
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POLAND 


SZELIGA ACCOUNTS FOR BOUNTIFUL HARVEST, EMPTY STORE SHELVES 
Warsaw RZECZPOSPOLITA in Polish 29-30 Sep 84 pp 3, 5 
{Article by Zygmunt Szeliga] 


[Text] I became somewhat alarmed by a certain “increase in optimism" during 
the harvest. I was watching agriculture especially closely and from various 
sides this year. Naturally, I was very happy to see visible signs of progress 
and growth in production. When, however, enthusiastic reports about a splen- 
did harvest and overall good agricultural results began to appear on an almost 
massive scale, I began to worry... 


How does the so-called average public opinion react to such information? 
First of all, allow me a trivial observation: social opinion on the status of 
the economy (and not only economy) is shaped above all by daily reality. 

Thus, all data and information are nearly automatically confronted by the 
observed and experienced reality. When these two spheres are in conformity, 
all is well. The situation worsens when the television viewer, radio listen- 
er, or reader learns that the agricultural results are wonderful, yet does 
not notice a visible improvement in the market. This is the kind of situation 
we are having right now. 


I have conducted a small poll in order to get an idea how this discrepancy is 
being evaluated and interpreted. Here are the results: 


Some people, not too many, simply do not believe that the broadcast 
information is true. I was told: "This is all rubbish. They say these 
things just to brag about their supposed successes, which are non-existant. 
Our whole economy is lying flat on its back, along with agriculture, anc will 
not be up again soon, if it can ever be up again at all..." 


Most people, however, do not question the truth of what they are ivld. This 
is a result of not so much trusting the mass media and officially broadcast 
information (in general things are still not too good in this renpect), but of 
the fact that data on agriculture are rather easy to obtain and are generally 
verifiable. There hardly is a person in Poland who in the summer did not see 
fields. Nearly everybody has some contact with the countryside and farming, 
and if one suspected the reliability of the official information, one could 
easily check it out for oneself. 
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Yet, even when one trusts the official information, one still finds oneself 
under the pressure of reality. Thus one searches for an explanation for the 
discrepancies and one arrives at the following conclusions: “We have had 
wonderful yields and harvest; the nation, however,gets no benefit from then, 
because everything is shipped away..." 


I was even told that there were eyewitnesses who saw trains loaded with grain 
and various other agricultural products, sneaking at night somewhere toward 
Poland's borders. One interlocutor even swore that he knew for sure about 
secret airports in the neighborhoods of meat processing plants, on which 
special planes landed at night, taking with them the bulk of the day's 
production and carrying it far away. 


Others said: “The government stockpiles food and purposely does not want to 
improve the supplies in the stores, because it does not care at all whether we 
eat or not.” 


Finally, the last group, the most important and probably most numerous one, 
tried to really understand the essence of this contradiction: “If things are 
so good, if agriculture this year did excellently, why at the same time is the 
market situation so bad and why will the balance of payments be only slightly 
better?” 


First of all, let us consider what very good agricultural results mean in our 
current conditions: grain crops around 20 million tons, potatoes 40 million 
tons, sugar beets 15 million tons. Never mind potatoes and beets, because 
such yields are indeed completely satisfactory. Grains, however, are of key 
importance. Thus, 20 million tons in our conditions is a lot, yet at the same 
time not enough to free us from our food difficulties or even import problems. 


What's more, even an additional 2-3 million tons would not free us of those 
difficulties. We must realize very clearly that food problems would disappear 
only if we harvested 28-30 million tons, and even that providing that other 
things also took place. 


Can we harvest 30 million tons instead of 20 million? Certainly, and I am 
convinced that we shall reach such a level. It would require, however, that 
40-45 quintals of grain rather than 26-28 quintals be hat.<«sted from each 
hectare, namely as much as is harvested today in western Europe and also in 
Hungary (Czechoslovakia and East Germany are near this level). One can be 
sure, however, that we will not reach such a harvest in a year or even 5 years. 
It requires time and money, because the whole technical and economic structure 
of Polish agriculture must be thoroughly rebuilt. 


This process of restructuring will influence our grain and food balance also 
in other respects. Today a large part of the grain which could appear on the 
market (of course mostly “processed” into meat and other animal products) ends 
up in the stomachs of 1.7 million horses. Horses, on the other hand, can 
disappear from our farming picture only when instead of nearly 3 million farms 
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we shall have no more than 800 thousand to 1 million, each equipped with a 
tractor and at least one automobile. 


The problem does not end, however, with the grain balance. It is possible 
that even with the current harvest we could have enough food if there was a 
different structure of stock breeding and consumption. It is extremely 
instructive to compare the agricultural balances of Poland and the FRC. The 
FRG has only half of our arable land, but 20 percent more meadows and pas- 
tures. The FRC harvests only a little more grain and 6 times less potatoes 
than we do. Converting grain, potatoes and imported grain and fodder into so 
called fodder units, we can assert that jointly, the FRC has fewer of those 
units than Poland does. 


And here is the point of the matter: we produce out of our fodder units 2.5-3 
million tons of meat and 200-300 thousand tons of butter, while the FRC 
produces 5-5.5 million tons of meat and 500-600 thousand tons of butter. 
Indeed, when comparing these data, one can be astounded. 


Where is the secret? First of all, on the above-mentioned meadows and 
pastures considerably more cattle are grazing in the FRG than in Poland, which 
amounts to higher production of beef and milk for people and for fodder. 
Secondly, there are no more than 350 thousand horses in the FRG, namely, 5 
times fewer than in our contry; thus they have no influence on the fodder 
balance. Finally, the pigs for consumption in the FRC practically do not know 
the taste of potatoes, which in our country are the basis for feeding pigs. 
The farmer in the FRC feeds his porkers exclusively a mixture of four ground 
grains to which soya, vitamins and some other specific ingredients are added. 
Four months of such feeding produce a porker weighing 120 kilograms. In 
Poland, where 4 sotato-grain mixture is used, it takes 7-9 months to obtain 
such weight. 


Is such a change of the structure of stock raising within the reach of our 
possibilities? Certainly yes. But again, it requires time, money, rebuilding 
of the technical and economic structures of farming and also a change in the 
mentality and habits of producers as well as consumer, who must reconcile 
himself to the fact that meat will be plentiful, but it will be of lower 
quality than now. It is a fact that the intense, 4-month breeding cycle 
produces lesser quality meat. For this reason, for example, the excellent 
Westphalian ham, one of the best and perhaps the best European cured meat, 
which requires precisely this technique of breeding, costs in the FRC 10 times 
the cost of the procurement cost of the livestock... 


I have gone into these technological, one could say, details because, 


unfortunately, without such thorough comparisons and analyses it would not be 
possible to understand our dilemmas. 
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Thus, as we are cheering our excellent farming results for this year and 
hoping that they will be better with each consecutive year, let us do every~- 
thing that is needed for our wishes to come true. Let us not, however, draw 
hasty conclusions from the optimistic data and information. Especially, let 
us not expect that since the harvesters and threshers have produced a fine 


crop, store shelves will immediately begin to cave in under smoked meats, 
hams, butter, cheeses, and the like. 
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ROMANIA 


MEASURES FOR INCREASING EXPORTS REVIEWED 
Bucharest REVISTA ECONOMICA in Romanian No 43, 26 Oct 84 pp 12-13 


/Article by I. Georgescu, I. Maravela, and 0. Rujan: “A More Efficient 
Operation of the Foreign Trade Mechanisn"/ 


/Text/ We continue the series of articles on “Increasing the Functionality 
of the Foreign Trade Mechanism"--out of which we so far published a summary 
of the major proposals advanced by our magazine in the past years (REVISTA 
ECONOMICA No 38, 39/1984)--with a study based on the answers given to a 
questionnaire by experts employed in exporting enterprises and in machine-tool 
exporting plants. 


This study deals with topics mentioned in the summaries feature in the above 
magazine issues, and examines in concrete detail the commercial activities 
of exporting enterprises from the viewpoints of: planning, development, 
economic-financial results, and at the same time, major strategic objectives 
in marketing. 


In its first stage our investigation dealt with precontractual activities, 
i.e. with preparations for fulfilling the export plan, which turned out 
completely different from technical-material supply or deliveries to market 
stocks from the viewpoint of specific work, personnel skills expected, and 
means of operation. How do exporters prepare to deal with these tasks? 


A first question concerns the operation of the marketing information systen. 

As is known, one of the basic principles of the new economic-financial mechanism 
is guiding production, including the export production, toward real market 
demands, studied systematically and in depth and according to products, areas, 
and countries. Thus, market research precedes and conditions the function 

of planning and its mature. In order to identify the manner in which this 
requirement has been implemented, we formulated the following question: “On 
what elements does the exporter base his export offer?" 


The findings of our investigation permitted us to draw up the following list 
of currently used sources by order of priority: 


I. The plan figures received from the respective economic central or ministry; 
Il. Information obtained from the producer's in-office marketing studies; 
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III. Information obtained through direct prospecting (field canvassing) of 
foreign markets by the producer; 

IV. Marketing programs worked out by the foreign trade enterprise; 

V. Marketing programs worked out by the industrial central. 


Examining these results of the investigation from the angle of the specific 
tasks apportioned within our system of industrial organization to the various 
hierarchic links reveals a contradiction between the strategic function incun- 
bent on, for example, the industrial central--guiding the production in its 
units according to real and manysided veried criteria--and the control func- 
tion between ginistry and enterprise. At the same time, there are machine-tool 
enterprises, like that of Bacau, which, responsibly and energetically assuming 
foreign market research tasks, have succeeded in establishing a competitive 
export strategy that was met with receptivity at the central and at the foreign 
trade enterprise (ICE). 


Another provision of the new foreign trade mechanism, sanctioned in the law 
governing economic contracts, is that annual export planning should proceed 
on the basis of the portfolio of contracts cencluded, particularly for sophis- 
ticated products such as machines and equipment that raise special 
technical-material, design, and technological problems. The following replies 
were received, in that order, to the question: “What are the elements that 
govern the task of export planning?” 


I. Prospecting-contracting programs of the ICE 

Il. Existing foreign contracts for the respective year 

III. Long-term branch development programs 

IV. Allocation of the plan value at a high level of the hierarchy 
V. Markets identified by the producer 


Because of the present international economic circumstances, commercial 
partners do not always pledge themselves for several years in advance, so that 
planning based on contracts cannot always be completed before the beginning 
of the plan year. For that reason, plan tasks often join the uncertain area 
of prospecting-contracting programs which, as a rule, are carried out after 
the adoption of the export plan. This is also the reason for the lack of 
coordination between the structure of the planned production and actual con- 
tracts. This discrepancy increases when planning is based on long-term 
technological forecasts--long-term branch development programs--that have not 
been amended according to new technologies (and that do not take into considera- 
tion the life span of products and technologies) and according to current and 
systematic marketing research. 


The fact that sometimes export plans are the result of plan allocations at a 
high level of the hierarchy and are not strictly justified in their product 
and relations structure, has been confirmed as well by another study performed 
at the Institute of Industrial Economy. One interesting long-term method of 
improving export programs is to intensify producers’ endeavors to identify 
export markets in close cooperation with the respective industrial central 

and with the ICE. 
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An attempt to diagnose the weak and the strong points of the international 
marketing strategy used by exporters reveals that priority attention must be 
paid to product strategy, followed by promotion, then by distribution, and 
finally by price strategy. 


It is to be noted that precisely manufacturing enterprises that perform 
marketing research on their own, and foreign trade enterprises are the ones 
that show a higher degree of exactingness toward the technical level of the 
export list. This fact once again confirms that the objectives of the national 
program to raise the technical-qualitative level of products gust be fulfilled 
unflaggingly, mobilizing all technical research and design forces for the 


purpose. 


The following order of priorities was revealed by the investigatior in the 
policy of product development: 


I. Specializing exports and mobilizing the scientific-technical design force; 
Il. Increasing the flexibility, precision, and range of operations performed 
(number of accessories delivered); 

Ill. Increasing maneuverability by introducing electronic command and control 
of operations; 

IV. Continuously increasing the power/weight relationship; 

Vv. Developing service networks (regional control outlets, workshops, and 
spare parts storehouses) ; 

VI. Increasing the attention given to product design and to packaging quality 
and presentation; 

VIL. Intensifying technology transfers through international economic 
cooperation; 

VIIL. Promoting a rational design concept and extensively utilizing value 
analyses. 


Such endeavors in the area of product strategy can also have positive effects 
on increasing price competitiveness by: increasing labor productivity, 
reducing material expenditures, enhancing the degree of utilization of each 
ton of metal, and increasing the value of exports in terms of convertible 
currency. 


In the second phase of our study we investigated the factors that enhance or 
curb activities aimed at securing foreign contracts. 


Concerning prices, we would like to mention that one of the primary factors 
that have a negative impact on the prompt conclusion of contracts is the fact 
that domestic prices are set in a manner different from that of the setting 
of foreign market prices; this has a direct influence on the competitiveness 
of our offers. The petty interests of certain enterprises or departments 
subcontracting for exports can have the most serious effects on the competitive- 
ness of complex exports (involving several subcontractors) and can generate 
red tape, delays, and sometimes the loss of a contract. Where contracts are 
involved, initiative and prompt action are vital to success in international 
economic competition. In its turn, the degree of involvement and initiative 
is the effect of consistent and laborious efforts to minimize economic risks. 
The primary ways to minimize such risks are: 
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I. Coordination between the offer of the producer and foreign requirements 
(which reduces the probability that contract clauses cannot be fulfilled) 

Il. Utilization of financial instruments to guarantee the contract 

lll. Verification of the financial credentials of the foreign customer 

IV. Signaling well in time the emergence of risk elements, and possibly fore- 
casting such elenents, through the international system of foreign trade 

Vv. Ensuring export credits 

Vi. The skills and experience of foreign trade workers 


Improving marketing requires adapting the distri>ution network--structurally 
more or less standardized-——primarily to the spe:iiic conditions of machine- 
tools marketing, and secondly to the specific current international economic 
Situetions. Thus, one of the characteristics cf mechine-tool marketing is the 
existence of terhnical-commercial representatic« agencies in foreign markets, 
that can prompt. y deli-«* ‘arious products om stock, and that should have on 


hand service tea\s 2) <\° s% of spare parts. Similarly, another characteristic 


of the marketing °° “4c!:i%-ools is the establishment of joint commercial 
associations in ex. i > 4<ts. 


In view of the present complexity of mac nine-tools, negotiations must be 
attenged, aside from ICE representatives, by experts in the employment of the 
producer, who are thoroughly familiar with the possible extent of involvement 
in foreign contracts, and with the manner in which the potential of the enter- 
prise can be optimally util‘txed, in accordance with the law. 


There are markets, such as in Latin America, where contracts can only be 
concluded through a locally-registered firm (or agent). This demonstrates 

the fact that progress cannot be made in encouraging exports without complete 
marketing information concerning distribution practices. Along this line 

it can be stated that the extent to which the producer can freely and directly 
act in a market depends on the extent of his knowledge of that market. 


The success of a commercial operation in its entirety often depends on whether 
product, price, and distribution strategies are supported by appropriate 
promotion activities. The following forms of export promotion were found to 
be efficient for machine-tools: 


I. Direct commercial negotiations in local markets; 

Il. The existence of appropriate representation (through technical offices, 
joint associations, and agents to efficiently fulfill point I; 

Ill. Participation in specialized fairs in export or potential markets; 

IV. Including that particular group of products in commercial agreements; 
V. Public relations; 

VI. Mail advertizing. 


One of the general conclusions that emerge from the entire investigation is 
the desire of export--specialized industrial enterprises to participate as 
directly as possible in all the stages of foreign trade operations. 


Equally noteworthy is the fact that the current economic-legal framework poses 
no obstacle along this line. The resolute implementation of the new 
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economic-financial mechanism requires precisely this type of participation. 

The experience of enterprises successful in the area of exports shows that 

only thorough market information, training of the personnel in foreign trade 
matters, and deep commitment to optimally fulfill export tasks can automatically 
open the door to unlimited opportunities for participation in foreign trade 
operations. Thus, foreign trade activities practically constitute a circuit 
that begins and ends with the producer. 


12782 
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YUGOSLAVIA 


SLOVENE PREMIER ON CONSENSUS, OTHER QUESTIONS 
AU031942 Belgrade BORBA in Serbo-Croatian 31 Oct 84 p 5 
[Z. Medved report] 


[Excerpts] Ljubljana, 30 Oct--In addition to Dusan Sinigoj, president of the 
Slovene Executive Council; Marko Bulc, president of the Economic Chamber of 
Slovenia; Marjan Siftar, president of the Republican Committee for Information, 
and other associates participated in a very frank and substantial talk with 
correspondents of the foreign information media accredited to Yugoslavia. 
Zeljko Jeglic, spokesman of the Federal Secretariat for Foreign Affairs, was 
also present. The implementation of the Long-Term Economic Stabilization 
Program was the basic topic of the talk, but at the wish of foreign journal- 
ists certain questions pertaining to the implementation of the political sys- 
tem, events in culture and in public life were also dealt with. 


At the beginning of the meeting Dusan Sinijog presented the latest Slovene 
economic results and plans for next year, stressing in particular the prior- 
ities, such as the modernization of technology, greater inclusion in the in- 
ternational division of labor, and assistance to less developed republics and 
the Province of Kosovo, and the association of labor and the pooling of re- 
sources with the organizations of associated labor from the less developed 
republics and the Province of Kosovo. 


One of the questions also dealt with consensus in political decisionmaking, 
with the remark of the woman journalist who said that it was her impression 
that within the framework of Yugoslavia Slovenia always appears to have the 
"most rational view." She was told that when negotiations within Yugoslavia 
are involved, one must never forget that Yugoslavia was created on the AVNOJ 
{[Antifascist Council of National Liberation of Yugoslavia] principles and 
that in the Constitution it is also constituted as such. A consensus is 
necessary for decisionmaking on certain problems and in this sense, the 
Chamber of the Republics and Provinces plays an important role. Article 281 
of the SFRY Constitution speaks rather clearly about this problem. 


One of the last questions dealt with the climate of public dialogue, about 
which a colleague from Holland noted that it is different in Slovenia from 
other parts of Yugoslavia. According to him, this is also evident by the 
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reaction of the public information media from other republics to the writing 
of MLADINKA, TELEKS, and to certain other events, such as, for instance, pub- 
lic discussion about the position of intellectual work and freedom. In addi- 
tion, differences also exist as regards the length of theterm of office, the 
deposit [for crossing the border], the abolition of the deathpenalty, from 
which the aforementioned colleague drew the conciusion that Slovenia is be- 
coming more and more isolated within Yugoslavia. 


"Much is written in our republic, many different positions and ideas are 
appearing. In holding a social dialogue we have always been guided by the 
important experience and policy of the Liberation Front, which we began as 
early as in the war. This means in practice that we agree to a dialogue within 
the system of socialist self-management, independence, and nonalignment. We 
do not deviate from this. I would not say much about the deposit, because our 
position is well-known. This measure was justified at its beginning, it 
played an important role, but now we consider it as obsolete. It is very much 
in our interest to have an open border with all countries," Dusan Sinijog 
said. 


CSO: 2800/74 
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YUGOSLAVIA 


FALLACIES, ILLUSIONS IN PRESENT ECONOMIC IDEOLOGY NOTED 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 1 Oct 84 pp 25-27 


[Article by Tomislav Nikolic, Novi Sad:"The Internal “Achievements” of a Consensus 
Economy™ ] 


[Text] Because the economic laws of commodity production have not been honored, 
political voluntarism has become the principal cause of the manifestations of 
economic crises under socialism. Even our own society has had a negative attitude 
towards commodity production, especially towards the market and the operation of 
economic laws. The endeavor to "put" economic laws into operation , the 
aspiration to make our economic system efficient and optimal, has not been 
accepted in ideological terms, the stands taken in the LCY Program and in the 
Long-Range Economic Stabilization Program which has been adopted notwithstanding. 
Proof that this assessment is accurate lies in the fact that for more than a year 
now implementation of that political document has been “hanging fire." Although 
the latter program envisages amendment of many laws embodying the system, that is, 
reassessment of all possible restrictions coming from the legal and legislative 
side, hardly anything has been done so far. 


Should the hesitation about implementing the Long-Range ...Program continue, we 
must ask ourselves whether we have a clear program for getting out of the economic 
crisis; or, do we have measures and actions which guarantee that the process of 
inflation will actually be halted; or at least that inflation will truly be 
reduced in the future. 


Why Economic Coercion? 


The Long-Range Economic Stabilization Program introduces the expression "ECONOMIC 
COERCION,” which is only another name for competition, as the principal condition 
for prices to be set according to the average productivity of social labor and 
according to market conditions. However, since competition among individuals and 
among organizations of associated labor is not assumed in the system of 
“associated labor," it is natural that the working class should find itself in a 
dilemma: is competition what is necessary, what will help to finally put our 
economy on an optimum basis, or, on the other hand, does competition mean going 
back to the old way, as some uninformed people say -- a return to capitalism. 


When competition under socialism is discussed, many politicians, and indeed even 
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scientists, still have not grasped the fact that competition is only a consequence 
of the division of labor, and the latter is a principal condition and prerequisite 
for commodity production. Have we abolished competition solely because of an 
ideological assumption that we could eliminate the market and the law of value 
with self-management accords; because of a “religious” belief that by 
consciousness we can remove the contradiction between individual and social 
appropriation? Instead of economic competition, we have economic and political 
monopolies both in the setting of prices and also in regulating other social and 
economic relations. 


All in all, we still do not have an intention for the law of value to govern our 
economy. We continue to believe, that is, we are slaves to illusions, that we are 
able to consciously govern production and economic relations even though our 
inflation has reached all of 60 per cent. Accordingly, prices will continue to be 
an expression of political commitments, and the way in which they are set will be 
exclusively administrative, regardless of the achievement of what we refer to as 
“income-sharing relations." As though we had forgotten that the price is after 
all an economic category, or a social relation, behind which there should (and 
must) stand labor, production, productivity of labor and so on. 


As is well known, the adjustment of supply and demand may occur in two ways. 
First, supply and the demand for a particular type of commodity are adjusted 
through a shift of relative prices. Second, when the price is an expression of 
the supply and the demand, and a growth of output and a rise of labor productvity 
respond to form a supply that would correspond to a certain volune of effective 
demand. Here it is normally assumed that credit-and-monetary policy and fiscal 
policy affect the level, pattern and dynamic behavior of demand. However, in our 
development to date, especially in the last several years, we have been applying 
only the first method. That is why inflation has been so high in those years. In 
other words, our society does not use any other manner (or method) of adjusting 
supply and demand than the constant raising of prices. And that is nothing other 
than political voluntarism in the economy, regardless of whether we refer to this 
as “Linkage of associated labor through income sharing" or “pooling of labor and 
capital.” 


The fact that value is created in the process of production and that trade (the 
market or exchange) makes it possible for prices to diverge from values, whereby 
the law of value is actually realized in essence, is simply lost from view. That 
is, the price must depart from the value, and this is normal, if the price is set 
economically instead of politically. However, application of the present pricing 
method has confronted us de facto with the practice of monopolistic prices 
regardless of whether those prices were set by the sociopolitical community (the 
Federation, the republics or provinces, and the opstinas) or by “associated labor” 
itself. All of those prices are given in advance, unrelated to real relations in 
production and the economic structure. 


Contradictory commitments as to the method of setting prices exist even now. On 
the one hand it is said that prices are the result of the operation of economic 
laws on the market, and then in the same breath it is stressed that prices are 
formed on an “income~sharing”" (read “voluntaristic-subjectivistic") basis, that 
is, through what is called “pooling of labor and capital" in the framework of 
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imagined “reproduction entities." 


However, when economic laws and the market are in fact mentioned, this does not 
mean that the reference is actually to the mechanism of the market. On the 
contrary, what is meant is only a toying with admixtures of commodity production. 


There is no doubt that all real economic relations and real economic categories 
are mystified by emphasizing the omnipotence of consciousness (that of the self- 
manager or that of the bureaucrat), so that the economic or material content is 
not seen for the “self-management™ form (actually: facade); the basis of value, of 
prices, of goods, of money, and so on, is lost. 


However, in his Theories of Surplus Value Marx pointed to the objective nature of 
the process of the creation of value. Marx’s remark also applies to our own 
theoretical economy, i.e. an “economy without coercion.” In our country all that 
has again been made a function of consciousness (in terms of theory and 
institutions, I mean). It is said that this is what we have opted for, that that 
is the way we want it, regardless of the economic consequences of social 
co@mitments of that kind. No one puts the question of whether we actually can do 
everything that way, operate contrary to economic laws, without all of that 
“beating us over the head." It is no wonder, then, that we have fallen into an 
economic crisis! 


It seems that even some of our subjective forces are not aware of this. How 
otherwise can we explain the stand taken by the trade unions, the demand that 
“associated labor" set prices by decisions of the workers” councils. Will the 
economy truly take control of income and “income~sharing relations” in the future 
if prices are enacted with no relation to productioa, with no relation to the work 
invested, regardless of the productivity of labor? It will not and cannot. 


In my opinion, it is a grand illusion to suppose that inflation will be reduced if 
“associated labor" makes decisions on prices, rather than the market and the law 
of value. No approach to an economy whereby conditions are not created for a 
larger volume of output and higher income based on the rise of productivity and in 
general on a saving of past and live labor, can be taken as a substitute for the 
market and economic laws. 


The dominance of politics over the economy occurs precisely becuse of the flight 
from the market, from the law of value and the law of competition, and the 
conclusion of self-management accords is insisted on, which in essence means that 
decisions on prices are made independently of production, independently of labor. 
We all know that the workers cannot take control of commodity production, the 
division of labor, and so on, merely by signing this or that self-managment 
accord. In practice this is quite often subjectivism expressed in the fora of 
political voluntarism, in which the regional political structures are de facto 
tutors to “associated labor." 


As is well known, Marx called attention to the illusion of a supposed “mastery” of 
commodity production, the market, and the law of value. His thoughts are clear: 
"The very necessity that the product or activity of an individual first be turned 
into the form of exchange value, into money, and that only in that real form do 
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they take on and prove their social power, shows two things: |) that individuals 
produce more only for society and in society; 2)that their production is not 
directly social, is not a product of an association dividing the work among its 
members. Individuals are subject to social production, which exists outside thes 
like a kind of fate; but social production is not subject to individuals who would 
use it as their joint strength. There could be nothing, then, more mistaken and 
nonsensical than on the basis of exchange value, money, to presuppose that 
associated individuals are controlling their entire production, as happened above 
with the bank that issued coupons for hours worked.” 


Consequently, what our theoretical thought has not “recognized,” that is, one part 
of it, is the fact that commodity production was (and will be for a long time to 
come) the private production of independent individuals. The conditions for 
commodity production to become joint (read “socialist") production are not created 
either by the concept of social ownership under socialism, nor by the phrase 
“socialist commodity production,” nor even by self-management. 


If by some chance all our Marxists truly did accept and apply Marx's method of 
political and economic analysis of socialist reality, they would inevitably come 
to the realization that in commodity production we are dealing with the production 
of individuals, and indeed of capital. The illusion would be shattered that our 
basic organization of associated labor is actually a “free association of 
associated labor" in Marx’s sense of the word. 


Now let us go back to the so-called consensus economy. Although it is believed 
that the Long-Range Economic Stabilization Program removed the influence of the 
“consensus economy” or the “economy without coercion,” we are witnesses to the 
fact tht this is not so. The principles of the “consensus economy" are still 
being insisted on in the sphere of politics (and indeed in concrete practice)! 
According to this conception of socialism, it is assumed that the participants in 
economic activity, the basic organizations of associated labor, are capable of 
taking control of supply and demand. It is assumed that contradictory interests 
do not exist between them. All organizations of associated labor are said to be 
using social resources, and the conclusion is drawn from this that there is no 
opposition between the individual and society, nor opposition among organizations 
of associated labor. Since self-management is supposedly the basic production 
relation of socialism, everything can be regulated just fine in the business 
sector (and indeed in the economy in general) -- if there is only the will to do 
it! 


Political and economic voluntarism is undoubtedly built right into the commitments 
and laws embodying the system. What we refer to as the “linkage of associated 
labor based on income sharing" or the “pooling of labor and capital" does not 
alter anything in the essence, and this continues to be pure arbitrariness, i.e. 
subjectivism. The premises of the theory of labor value no longer hold, nor are 
real social relations taken into account, whether they be the relations in 
production, or the relations in exchange, distribution and consumption. 


In the economics literature it is in fact asserted that self-management relations 


are achieved when decisions are made on distribution, when decisions are made on 
prices, even though that decisionmaking does not respect the operation of economic 
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laws. It is thus asserted, for example, that if the market decides on the value 
and price of labor power, then we have hired labor (the capital-relation), but if 
the workers “by their own free will” decide on the distribution of net income 
(decisionmaking on accumulation and consumption), then we are supposedly realizing 
the relations of socialist self-management. Experience has shown that this is not 
the case. In practice we have group-owner relations and statist relations. 


Self-Management and the Capital-Relation 


Even the very interpretation or conception of self-management calls for real 
Marxist criticism. Self-management is spoken about in our country as a new 
production relation in the sense that “associated labor is to take control” of the 
processes of production, exchange, distribution and consumption. The question is 
not put whether it is actually possible to take control of commodity production 
through consciousness, even though we are talking about what is referred to as the 
consciousness of the self-managers. Are commodity production, the division of 
labor, competition and the like something objective, something which is 
conditioned by the level of historical development of the productive forces, or is 
it after all a matter of consciousness? 


In most cases the self-management relation and the capital-relation are 
interpreted this way. The capital-relation is reproduced when the working class 
does not decide on the use of the surplus value of labor. Then the surplus value 
is alienated from the workers, and we thus have wage labor. It is asserted on the 
contrary that socialist self-management mean that production has become joint 
(read “socialist"). It presupposes division of joint income, entry into 
association for the purpose of joint development, etc. It is asserted that self- 
management abolishes the capital-relation, but neverthelese honors economic laws. 
Instead of the capital-relation being interpreted as a material relation under the 
conditions of a class society (here we are thinking not only of capitalisa, but 
also of self-management socialism), it is carried over onto the field of 
management, that is, it is carried over to the field of what is referred to as the 
self-manager’s consciousness. 


When self-management is spoken about in our country as the basic production 
relation, the reference is not to the concept and content of the relations of 
production in Marx’s sense. That is, the functions of capital, its econosic 
functions, which were originally performed in capitalism by the capitalist 
himself, while in our country those functions have normatively been transferred to 
the working class (and experience departs from the proclaimed relations of 
management, as every one knows), are proclaimed to be a new production relation in 
the sense that self-management is abolishing the capital-relation. 


Economic (Social) and Natural Laws 


So that economic laws might actually operate in our country in the sense of giving 
us motivation and incentive to save on past and live labor, we gust ultimately 
recognize the division of labor and the laws of competition which arise out of the 
division of labor, not to mention the other aspects of commodity production. 
Instead of our society heading in the direction of saving on social labor, we are 
constantly swearing by certain phrases such as “linkage based on income sharing,” 








“pooling of labor and capital,” “entities in reproduction” and the like, and we do 
not see that the essence of all these panaceas of the “political econony of 
socialisa” is political voluntarissa. 


It makes no difference whatsoever here whether prices are decided on by the 
government or “associated labor” if economic laws and the laws of the aarket are 
mot respected, if it is assumed that consciousness determines existence, rather 
than the other way about. This is not ideological, doctrinal or philosophical 
one-upmanship at all. It concerns a theoretical and practical conception of 
economic policy in which it is felt that consciousness is decisive to everything. 


If the principles of the"consensus economy” continue to be insisted on, that is, 
if prices continue to be formed as they have tbven up to now, then we will continue 
to speak about political voluntarisa in price policy. That goes hand in hand with 
polycentric statism in economic policy and in the regulation of social relations. 
Accordingly, we continue to be captive to illusions that economic criteria and 
economic laws can be respected by means of conscious “income-sharing relations.” 
All of this proves that the regulation of economic relations by seans of 
reproduction entities is still in force; such commiteents are even emphasized in 
ideological terms, even though we have seen by experience that these are 
monopolistic and statist tendencies and states and processes of administrative or 
statist socialisa. 


In our country nothing gore is meant by “economic laws" than the law of supply and 
demand -~ stated gore simply: the laws of the garket -~ and all those possible 
internal economic laws of the capitalist mode of production are lost sight of. It 
is a deep-seated error, then, that if the laws of competition are “seothered,” it 
is then supposedly possible to take command of the forces of the economic laws by 
means of consciousness. The thesis about the possibilities and needs of “taking 
command” of social reproduction follows from this erroneous approach to the 
economic laws, since “by God" we have recognized economic laws (and production 
relations) just as we have recognized any law of nature. If this is “mastery” of 
economic laws by the government bureaucracy (and technostructure), then we have 
economic and political voluntarisa, and if this “sastery” is intended for the 
working class or what is referred to as associated labor, then we have authentic 
self-management. 


Belief in the omnipotent role of consciousness still persists. The consciousness 
of the working class can supposedly bring down the rule (material rule, at that) 
of the capital-relation, of capital, which arises out of the existence of the un~ 
superseded capitalist mode of production. It is a similar thesis that under 
socialise economic laws should be “used” as a aethod of supposedly establishing 
the new production relation (read “the relations of self-management"). According 
to this conception of economic laws, there is no longer a difference between 
natural laws and social laws. Is it accordingly possible for us to place an 
equal~sign between the laws of electricity and the law of value?! Possible it 
is, since our "Marxist" thought believes that socialism can both overcome the 
fetishisa of commodities and also achieve social relations which have not been 
achieved little by little. As soon as material relations are replaced by the 
relations of management, instead of materialism we have idealisea and Utopian 
soctalisa. 
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We have thus come to a dilemma: either the economic laws and the capital-relation, 
or on the other hand self-management and conscious mastery of the flows of social 
reproduction. In the time it takes to shake hands we have acquired a theoretical 
foundation for political voluntariem and the dominance of politics over the 
economy and the dominance of consciousness over real material relations. The old 
dilemaa: the agarket or planning ~~ or in philosophical teres: existence or 
consciusness, sgaterialisnm or idealism -- constitutes the basis of all errors in 
our ideology and theory concerning socialisa. 


Above all a question: if it is true that economic laws prevail in 4 society, and 
their rule is such and such regardless of the will and consciousness of gen, then 
the thesis cannot be aaintained that social relations can be this way or that way 
with the same productive forces and the same economic laws. According to Marx, the 
economic laws of capital determine social relations, and they are historically 
determined independently of people’s will and desires, and not the other way 
about. Consequently, if the economic laws of capital are in place, it is not 
possible to establish a new social relation. What is possible is the political 
power (political relation) of the working class, its control over the use of the 
socialized surplus value as the sole source of the growth of social ownership in 
the fora of social capital. 


However, that very control of the use of the surplus value (read “accumulation") 
by the organized working class under socialisa does not liberate the working class 
from the dominance (economic, above all) of the capital-relation. Not even under 
socialise does the working class enjoy conditions under which it could take 
command of commodity production, gonmey and capital. Were that the case, than 
there would no longer be a working class; we would have communites as a classless 
society. 


Income and Vulgar Econoaics 


So that there will be no sisunderstandings or asisconceptions, we should always 
distinguish the production relation in the sense of Marx s definition of 
production relations from the sociopolitical, ideological, and theoretical and 
other relations in a society. 


The economic relations of labor and social capital, the capital-relation, arise 
out of the essence of the un~superseded captialist mode of production, wich is 
reproducing iteelf. The self-abolition of capital is a process which can be 
speeded up, but it cannot be abolished by decree. Our ideology and a portion of 
our socialist thought have never been aware of that illusion. However, the sode 
of production reproduces both the agaterial elements and aleo the very relations 
between labor and social capital. So long as the conditions exist for the 
productin of valve, which aleo means for the productia of surplus value, the 
capital~-relation is being reproduced in socialiss, whether we like it or not; that 
is objective reality, regardless of owr theoretical or ideological vision of 
present reality or of the tamediate future of socialien. 


It is another question whether those economic laws operate according to their 
internal nature, that is, according to the needs of production. If production and 
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the econogic relations which correspond to it are, on the contrary, iaposed upon 
the very gode of production through political voluntarisa, that is, imposed 
contrary to the operation of economic laws, contrary to the nature of the very 
mode of production itself, then, like it or not, we gust have an economic crisis. 
As far as the crisis goes, the great evil is mot that we have fallen into it, the 
great evil is that we are attempting with the same instruments (vulgar conceptions 
of the economy), the same logic (read “bureaucratic logic concealed behind the 
expressions “income sharing relations,” “pooling of labor and capital,” etc."), to 
get out of it. Those are the gain reasons why iaplementation of the Long-Range 
Economic Stabilization Program has been late. 


Until economic laws are understood to be internal laws of the capitalist mode of 
production, and competition, decisionmaking, bureaucratic or self-managing ~~ as 
forms of management of the economy, we cannot say that we have learned anything or 
assimilated anything from Marx’s economic theory, regardless of the perpetual 
appeals to Marx, to Marx as some “god and father” of socialisn. 


What we are dealing with in our country is precisely political voluntarisa since 
bureaucratic logic does not want to even hear of any other rule (I am thinking of 
the rule of the capital-relation) except the rule of the bureaucracy or the 
technocracy itself. For the bureaucrat and his ideologue, the political economist 
of “socialist commodity production” or the Pharisee of the so-called political 
econogy of socialisa, the form of ganagement is the same as the mode of material 
production itself. According to thea, Marx’s 

proposition is no longer valid: it is not consciousness which determines social 
existence, but, on the contrary, social existence which determines social 
consciousness. This is valid, according to thes, only for capitalisa, for 
bourgeois society with capital and the political rule of capital. 


In owr country, say the ideologues of self-management socialism, all that is valid 
is what we have agreed upon, what we have committed ourselves to. Which is why 
there has been such resistance to reassessment of the inappropriate laws embodying 
the systea, beginning with the Law on Prices, the Law on Planning, the Law on Past 
Labor, and so on. The working class has only to realize that this is in its 
interest! Excessive foreign borrowing and then all the aistaken investaent 
projects were also supposedly in its interest. WNo doubt about it, the religious 
approach to Marxise (and to socialisa) is not just a theoretical possibility; it 
is actuality. 


As for the so-called consensus economy, it continues to be supported 
ideologically, quotes from Marx”’s econogic theory are used as an “arguaent™ for 
the supposed accuracy of the premises of the so-called political economy of 
socialism, which invented the “socialist self-managed market economy,” but one 
wonders how far that “scientific” thought is from the truth, as well as how far it 
is from Marxist political economy. If our “men of science” really want to learn 
something from Marx, they might find out themselves that a aajority of the alleged 
“achievements” of present-day socialist thought fall into the domain of vulgar 
econogics. If nothing elee, the fetishizgation of income and of everything else 
derived from that relation would at least be eliainated. 


To conclude. If we are reaily to undertake itaplementation of the Long-Range 
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Economic Stabilization Programs, a great deal must be changed in our ideological 
and theoretical consciousness. There is no dowbt that to actually get out of the 


crisis we need objective scientific study, aot reiteration of demagogic and 
ideological illusions year after year. 


7045 
CSO: 2800/52 








YUGOSLAVIA 


HEAD OF ECONOMIC CHAMBER INTERVIEWED ON WORK STOPPACES 
Belgrade DUGA in Serbo-Croatian No 273, 11 Aug 84 pp 10-12 


[Interview with Emin Dobardzic, chairman of the Economic Chamber of Yugosla- 
via, by Aca Petrovic: “A General Strike Is Impossible”) 


[Text! Were we have sailed into the second month of the second half of the 
year, and the government remains deeply in debt to its own economy. Con- 
fronted by many unknowns and dilemmas, the more visible business executives 
are more and more frequently throwing the “ball” to the government in acid 
statements and severe comments, so that the rule has been adopted more or less 
everywhere that the absence of the anticipated measures and announced relief 
to the economy is offset by--raising prices! 


In such a situation the chair occupied by the top man in our economy--Emin Do~ 
bardzic, chairman of the Presidium of the Economic Chamber of Yugoslavia--is 
anything but comfortable and pleasant. 


"I would mot like to be an advocate of the Federal Executive Council, and by 
no means do I want to diminish responsibility for the measures not taken in 
time, but the federal government does not bear the sole responsibility for 
performing current tasks, especially those contained in the Long-Range Eco- 
nomic Stabilization Program. No measures embodying the system adopted ‘from 
above’ can make up for the internal mobility of collectives in making use of 
capacity, improving efficiency and organization or cutting the costs of busi- 
ness operation, which are immensely high in our country compared to the ad- 
vanced world. There are no pieces of legislation that stand in the way of 
creating the ocest possible organization of work, and vet this lies deep in the 
shadow of prices. While it has been and is possible to augment income and 
erase poor results with prices instead of authentic labor, and do so with the 
blessing of sociopolitical communities, we have been talking very little about 
the organization of business operation. 


"The deta of the Social Accounting Service of Yugoslavia on the business opera- 
tion of work organizations in the firet half of this vear give the best proof 
by example of the attitude people are taking toward stabilization: differ- 
ences in income of organizations operating wnder the same conditions cover 4 
spread of 1:3 to 1:4. That is, certain collectives have given themselves up 
to work, to wtilizging social assets in the best way, and they are 10 lengths 
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ahead of those who are fighting for survival with words, with prices, with ap- 
peals for a ‘fairer’ system and for the support of their respective sociopo- 
litical communities. People like that are living at the expense of those who 
are performing well. That kind of behavior, living at someone else's expense, 
has to be combated resolutely. That direction was pointed out by the resolu- 
tions of the 13th Meeting of the LCY Central Committee, which places on us the 
obligation to differentiate, to separate the grain from the cockle, especially 
in professional management structures." 


We Are Not All Tortured by the Same Worries 


[Questicn|] Many years of experience indicate, however, that large changes in 
the pattern of performance and behavior are not achieved with appeals. 


|Answer!| That is so! Appeals without an authentic motivation for work and 
for better utilization of the resources of society—are no good! The transla- 
tion of this is that creative workers, organizers of production, process engi- 
neers and innovators have to be much better rewarded. It is baneful, espe- 
cially for tne future of the economy, to save on personal incomes, especially 
on workers whose experience, effort, professional competence and skill are 
crucial to the level of capacity utilization. The Chamber is firmly committed 
to personal incomes without limits and also to “adjustment™ according to op- 
stina-republic-federail officials. Supposedly it is embarrassing for the di- 
rector of a successful collective with above-average utilization of capacity 
to have a higher personal income than the president of the opstina or commit- 
tee chairman. As the chairman of the Economic Chamber of Yugoslavia [PKJ] 
nothing is more natural to me than for the directors of successful enter- 
prises, who every day confront the most delicate questions of producti~:, to 
have higher personal incomes. Nothing better than to have as many successtul 
organizations and business executives as possible with higher personal incomes 
than the chairman of the Chamber. 


[Question] Why is there so much (sterile) support for remuneration according 
to work and so much invisible resistance? 


[Answer] The resistance lies in the unsatisfactory organization of work, in 
the lack cf unity among able leaders and managers and in opportunism as a sub- 
jective factor. Moreover, not enough efforts are being made to distinguish 
work from idleness, too much bandying about of leveling and equal stomachs. 


[Question] Remuneration directly influences the standard of living and social 
security. Recently there has been much said to the effect that the equilibrium 
has been upset, that a danger exists of public expression of dissatisfaction. 
How much danger actually exists of strikes or work stoppages, as they are usu- 
ally referred to? 


[Answer] The danger of social conflicts always exists; in a self-managing so- 
ciety it is limited, we cannot suppose that it would happen on any broad base. 
For example, a strike that it would take on the proportions of an opstina, a 
region, a republic or the country. That is, the workers may strike in some 
particular factory, dissatisfied with personal incomes or relations in self- 
management. Perhaps in future there will be more such cases, but not on a 
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broader basis, since the conditions for remuneration, self-management, resolu- 
tion of housing and other problems, the personal and social standard of liv- 
ing, are different from one work organization to another, even within the same 
grouping. They are better or worse in proportion to the performance. Success- 
ful collectives have no reasons to identify with the poor ones. They are not 
tortured by the same worries. There are no rate schedule classifications and 
equal personal incomes as in other countries, where every measure detracts from 
the standard of living of workers in the same grouping across the board. We 

do not have that, so that all the newsmen in Belgrade, say, or all the textile 
workers in Yugoslavia cannot strike, since their personal incomes range from 
9,000 to 35,000 dinars on the average, depending on the performance of their 
organizations. 


Tribute to the Burden of Feudalism 


[Question] However, what about those organizations which have fat personal 
incomes thanks to a monopoly position? 


[Answer] The monopoly position is above all a consequence of the absence of 
competition from the foreign market, that is, of the shortage of foreign ex- 
change, but also of administrative privileges from the sociopolitical communi- 
ties to the federal administration. In this area the economy itself can hardly 
make a choice without, as it is said, help from the broader social community. 
That is, there has to be help from the government, which up to now has been 
markedly curtailed in this area. 


In any case, all working organizations do not have what is frequently referred 
to as the privilege of cutting themselves off and blackmail, as is often done 
by producers of scarce products. Most organizations, that is, are not in a 
position to behave in a monopolistic way, they are oriented toward the unified 
Yugoslav market, for example: producers of textiles, footwear, household ap- 
pliances, automobiles, food and other products. 


The sobering up goes slowly, there is more verbal support and unreserved com- 
mitment than is necessary, especially in favor of the unified Yugoslav market, 
but it all drains away when it comes to "mine," “yours” and “ours.” Uncross- 
able barriers are encountered whenever a crumb representing someone's own in- 
terest is to be broken off as a contribution to the community. This is de- 
fended even with the strongest political weapons in the name of that someone's 
survival and defense of acquired rights and positions. Especially so that 
that someone survives the coming years which will be lean on foreign exchange 
with the smallest possible sacrifices. 


Nevertheless, it seems that the most serious exclusiveness is in personnel pol- 
icy, where the consequences are most far-reaching. It is practically unfeasi- 
ble for a candidate from another republic or region to be given preference in 

a competition. Even when he is a proven expert who is able to “pull” a fac- 
tory out of a crisis, preference will still be given to “our own" man. This 

is something that is the most conservative and baneful in economic life, a 
burden of feuds!'!ism which has nothing at all to do with seif-management so- 
cilalism. Especia: y since such unwritten laws or rules of behavior apply not 
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only to directors, but also to other professional managers and specialists. 
At one time it was normal and reasonable to assign the best team of experts 
from throughout the country to a factory in difficulty. 


In efforts to protect our “own respective" economy, a great number of lawyers 
with political diplomas have emerged. It suits them for the republics and 
provinces to depart sometimes from the limits of the constitutional powers 
when it comes to regulating economic flows. Instead of leaving current devel- 
opments to the economy, so that they would be reestablished in the most opti- 
mur way. They do this on the basis of shortsighted calculations, so that some 
republic can “recover" economically, while the state remains "in debt" and 
“sick”! 


Whicn also accounts for the unprecedented muddles such as economic science has 
hardly ever seen before: raw materials are exported to pay for “someone's own" 
debts, and organizations elsewhere then import them to the country's disgrace, 
not counting the higher costs just for shipping and commissions, and what is 
happening as a practical matter is that the national capital is being exported 
and society as a whole is becoming poorer. 


INA [Zagreb Petroleum Industry], for example, pays off its own debts by export- 
ing petroleum products, while "Jugopetrol" of Belgrade then imports them, of- 
fering in public to pay in foreign currencies and avert the disgrace. Again, 
Vojvodina seeks a permit to export food which is in short supply, again to pay 
off debts, which the next day would be imported, accompanied by major distur- 
bances on the market, as in the case of corn. Those are the consequences of 
our divisions, which are costing us too mich. Hardly anyone seems to be both- 
ered anymore by some of the expressions which have become commonplaces: the 
foreign exchange debt of Croatia, of Macedonia, of Serbia.... Or, "my" petro- 
leum, foreign exchange from tourism, lead, copper.... Instead, according to 
what it is and the way it is treated abroad--Yugoslavia's debt. 


The Nonsense of a Vacuum 


[Question] It is not just in the foreign exchange sector of relations among 
the republics and provinces that the barriers are strong, but breaks have also 
become frequent on communications in the country's unified technological sys- 
tems. 


[Answer!] It is not just the integrity of the Yugoslav economy, forced some- 
times to live in a vacuum, but also that of technological systems which has 
been disrupted; it is unthinkable for them to function on the basis of the so- 
called “quotas”: the railroads, the postal, telegraph and telephone services, 
and the electric power industry. The Chamber wore itself out--there is hardly 
a meeting when it is not repeated--proving on every occasion that divisions of 
unified technological systems are economically suicidal "solutions," but there 
has been no change. 


[Question] The example illustrates that the voice of the business executive 
and of the Chamber is not being heard far enough or loudly enough. What means 
are actually left when arguments do not prove effective? 
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[Answer] Society's overall development leads to greater respect for economic 
laws, and indeed for the voice of the Chamber, depending on how well-argued it 
is and how well the views are backed up with specialized analyses. The Long- 
Range Economic Stabilization Program is now coming to the front door with pro- 
fessional competence, innovation, arguments and economic rationale, and the 
time of improvisation, verbalism and social welfare [as an argument in eco- 
nomic decisionmaking] are passing. 


For example, as a businessman and chairman of the Chamber, I have criticized 
in public the nonsense of organizing some 20 international fairs in our coun- 
try, under the conditions of the stabilization program and the insufficient 
offering of goods. Yet no one has reacted, no one has disputed it, nor as far 
as I know has the business community of fairs discussed this at all. Behind 
every fair there is obviously a prestigious Maecenas, the cities where the 
fairs are held, which among other things like to strengthen their "prestige" 
by having their own international fair. So the exhibitors move from one fair 
to the other, often this is the sole opportunity for a direct purchase of 
scarce goods, costs rise, and »3sually the export transactions are negligible. 
Just as it is nonsense for the economy abroad to be organized through five 
channels, while only the representative offices of work organizations have the 
right to conclude transactions. The question arises--Who benefits from this 
kind of “superstructure” or the general promotion abroad, when every dollar is 
as big as a millstone? You see, the economy is now represented by the commu- 
nities of representative business offices, the economic departments of the em- 
bassies, and representative offices of the banks, of the tourist industry and 
of work organizations.... 


Meanwhile, the stabilization is "calling the roll" of the social superstruc- 
ture as well, again along several tracks. From the Chamber on down. We are 
not talking, that is, about just the 18 general associations within the Cham- 
ber, but rather that within them there are dozens of other forms of activity, 
so that every day about 1,000 management personnel in the economy from al! 
over the country come to various meetings in Belgrade! And then there are 
also meetings in the republics and provinces, in chambers organized on the 
same principles. How much time is left, then, for management personne! to 
concern themselves with the real problems in the organization of work. 


The interest of business people in so many meetings is certainly not exces- 
sively great, especially since the same topics being discussed today in the 
Chamber will tomorrow move across the street to other forums. Prices, for ex- 
ample, are discussed in the Chamber, but also in price communities, numerous 
business communities and in other bodies concerning foreign economic relations 
as weli. In addition to all that there exist a multitude of superfluous in- 
stitutions organized for various reasons and financed by the economy, and so 
long as the corresponding “structures™ furnish them income, they wil! not die 


off. 
This Is on the Conscience of Those Responsible 


[Question] How do you explain to the ordinary citizen the phenomenon that in 
spite of so many institutions and filters there are so many investments that 
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go wrong. How are we to prevent new FENI's and Obrovaces, Medijapans and sugar 
mills? 


[Answer] There would be incomparably fewer mistakes if work organizations 
were the investors and were participating with their own capital. When the 
situation changed, and the participation of work organizations diminished, in- 
fluential investment funds of sociopolitical communities and banks became 
stronger, and the decisions about where and what to build were made by people 
from outside. FENI, Obrovac or Medijapan, then, were not mistakes made by 
work organizations, but they are the ones who pay for them! 


The solution is short and simple, but it is the most difficult to achieve: to 
increase the share of associated labor in income and augment its ability to 
invest at its own risk and on its own responsibility, without the meddling of 
sociopolitical communities and others outside the economy. This is related, 
then, to taking the burJen off the economy. Modest beginnings have been re- 
corded in this direction this year: the figure used in public about relieving 
the burden is usually 70 billion dinars, but that is only a small part, less 
is said about the fact that they are incomparably greater when the reschedul- 
ing of debts and conversion of credit are added. 


In any case, the major failures have acted as a shock, and they can hardly oc- 
cur again. Above all because there is no money left to play investment games 
with, nor indeed anyone who has the desire and courage to “prove himself" in 
that way and to “repay his debt" to his home region with excessively expensive 
monuments. 


[Question] Nevertheless, many of those responsible have remained “unidenti- 
fied.” 


[Answer] That is true, but the frequent calling of the roll does not fail to 
have an effect, people have those failures on their conscience, it is not so 
easy for them to be free of it. Like, what do I care? Every time the roll is 
called those responsible for the mistaken investment projects, although usu- 
ally their names are not mentioned, recognize themselves, try to explain their 
good intentions, and live in the knowledge that they caused society immense 
damage. And that is not really so easy to bear. 


The first to sit in the defendant's box were the conceptual creators of Medija- 
pan from the Technology Institute in Belgrade. Nevertheless, the greatest 
blame for this failure is borne by the one who gave the money, allowed himself 
to be convinced so naively of the great "fame" of a technology which had not 
yet been proven. The detailed study for the project, that is, went through 
many forums and commissions, from the bank to the opstina, but it is difficult 
to escape the impression that the decisions that were not thought through were 
made at a time when the dinar was undervalued because of the unrealistic rate 
of exchange against the dollar. At a time when the thinking was that the 
credit would hardly be repaid at all, and in case of difficulties the broader 
social community would always save the day. 
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[Question] The voice of officials was decisive in the wasteful mistakes of 
that kind, officials from the commune on up. How much power do officials ac- 
tually have in these new and more difficult times? 


[Answer] There are no doubts that there are still recurrences of this fetish- 
ization of official position. The conviction that officials are omnipotent 
dates from the time when some people created that kind of climate and persua- 
sion by their own example. I have a hard time, for example, when friends who 
go way back think of me and ask for my intervention in solving their housing 
problem, in buying a tractor or a freezer or in finding employment. Sometimes 
people try to use intervention to get the right information, advice on how to 
exercise some personal rights. Then I take this tack and say: I was sent by 
such and such to do such and such. People have a hard time understanding that 
the chairman of the Chamber, even though, as they say, he is the first man in 
the economy, does not have a practical impact on hiring, not even in the Cham- 
ber, since the selection of personnel is subject to a complicated sel f-manage- 
ment procedure. It is less well known that federal officials in fact have the 
least influence in the field of personnel policy. The interventions of of fi- 
cials at the republic and commune level are incomparably more powerful; they 
are the ones who "conduct" personnel policy. 


Myths about the comfortable life of officials, how they can just press a but- 
ton and resolve anything they like, are slow to be shattered. There are no 
longer even trips to a time which is yet to come; as the chairman of the Cham- 
ber it does not occur to me to travel abroad, although there have been invita- 
tions and opportunities. Entertainment and public relations has also been cut 
back: the members of the Presidium of the Economic Chamber of Yugoslavia, for 
example, have a monthly expense account of 2,000 dinars for entertainment, but 
are not entitled to serve alcohol. Only the chairman has the right to offer 
someone a jigger of a domestic alcoholic beverage. 


[Question] It is said of the chairman of the Yugoslav Chamber that he re- 
sponds to invitations from the field, that be goes to work organizations, that 
he does not deliver “lectures,” but helps with his advice as an expert.... 


[Answer] The most valuable experiences for officials are in the work organi- 
zeiions where the battle is being waged in the first lines for stabilization. 
Then there are the arguments at the local level, and then again the case when 
a question is studied from the material of experts who perhaps are working 
more out of their heads and less out of the experience at the loca! level. 


Certainly it is more comfortable to visit a successful collective. Recently | 
visited "Eksporteks,” a textile combine in Lebane employing 1,600, which after 
the first management team came was turned from an organization that had been 
operating at a high loss for a long time into a pacemaker in development of! 


the opstina and an example to be copied. Average personal incomes and accum- 
lation are considerably higher than in the textile industry in Leskovac, which 
has an incomparably longer tradition. “Eksporteks” is also operating with its 


own working capital and is achieving exceptional results in substituting do 


mestic raw materials for those which have been imported. Everything is as 
well as it could be, but in 8 years the director of the work organization has 
had only 20 days of vacation, and meetings of specialists and self-management 
bodies take place before working hours. The personal example is after al! 
dispensable. However, directors of these “small” organizations have quite a 
hard time winning federal recognition. 
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YUGOSLAVIA 


BRIEFS 


FRENCH MISSILE FRIGATE IN SPLIT--The Soufrene missile frigate of the French 
Navy is currently on a 5-day unofficial and friendly visit in Split. Members 
of the ship's crew will visit several cultural-historical monuments of the 
city. [Text] (Belgrade BORBA in Serbo-Croatian 22 Oct 84 p 6 AU] 


TRADE WITH BULGARIA --Belgrade--There are small chances that Yugoslavia and 
Bulgaria will realize their planned commodity exchange worth $213 million by 
the end of the year. The results achieved in the first 8 months of this year 
indicate this. Goods worth merely $127 million crossed the border in both 
directions, and this is only 1.3 percent more than last year, it was said in 
the Yugoslav Economic Chamber's Section for Bulgaria yesterday. According to 
value, trade was balanced, although our deliveries were reduced by 4.3 percent 
in that period, while our purchases in Bulgaria were increased 7.6 percent 
compared with the same period last year. Raw materials and producer goods 
account for most trade between the two countries (65 percent), followed by 
machinery and equipment. Although a rather large number of agreements on 
long-term transactions have been concluded, rarely is one of them realized. 
[Text] [Belgrade BORBA in Serbo-Croatian 12 Oct 84 p 6 AU) 


FALLING REAL INCOME--At a session of the Presidium of the Yugoslav Trade Union 
Federation in Belgrade on 16 October it was noted that this year real personal 
incomes fell on average 10 percent. In Slovenia, this drop was 4 percent, 

in Montenegro 13.5 percent, and in the case of miners even as much as 20 per- 
cent. Personal incomes in certain collectives increased 9.43 percent, and 

in banks 51 percent. [Summary] [Belgrade BORSA in Serbo-Croatian 16 Oct 84 

p 1 AU) 


BOSNIA-HERCEGOVINA RADIO COVERAGE--The local radio stations and the central 
radio station in Sarajevo cover all their programs merely 75 percent of the 
overall population in Bosnia-Hercegovina. In terms of communes this consti- 
tutes about two-thirds of the communes. These data were announced at yester- 
day's session of the Council for Information Activity of the Bosnia-Hercegovina 
SAWP Republican Conference. [Text] [Belgrade BORBA in Serbo-Croatian 1/7 Oct 
84 p 5 AU] 
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